
Schedule 3 .1. c. 
Litigation. Arbitration. and Governmental Proceedings 

When there was no response to attempts to negotiate the 
situation, Robert s. custer and PVS Chemicals, Inc. of 
Detroit, Michigan filed suit against Maurice and Sylvia 
samson on April 30, 1990. The suit resulted from the 
unexpected discovery of areas of contamination around and 
near the tank farm on property owned by Maurice Samson and 
rented to Sams'on Chemical in Gardena, CA. As a result of 
investigations it was learned that there was intentional 
spillage and disposal of chemicals on the site during the 
period when Maurice Samson owned Samson Chemical. The suit 
alleges security law violations pursuant to Section 10 of the 
'34 Act and Rule lob-5: CCC Section 25401, intentional 
misrepresentation, negligent misrepresentation, negligence 
and nuisance. The suit requests award of damages and costs, 

. or, in the alternative, rescission of the sale of Securities 
· from the Samsons· to Custer on 12/31/86. 

The findings of the core drilling were supplied to L.A. 
County and site remediation will be required, The tank farm 
was installed in 1978 and operated by Maurice Samson until 
12/31/86.· Samson Chemical was purchased from Samson on 
12/31/86 and continued to operate on that site until 6/30/90 

• when the Samson Chemical Co. operation was moved to Maywood, 
CA because no ag~eement was reached with Mau~ice Samson 
concerning site cleanup. It ·is unknown to what degree L.A. 
County will look to Samson Chemical for cleanup of the site. 

The dispute is being 
arbitration hearing is 
1991. 

submitted to arbitration and the 
tentatively scheduled for August, 

In 1990, Samson Chemical filed a law suit against a former 
salesman, Jeffrey Bassman, alleging theft of trade secrets, 

.· violation of trust, etc. It is not believed that this suit 
will have a significant impact on the earnings of Samson 
Chemical. Co. 

• .. 
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July 16, 1990 

(ff 9's:onct !A-t 
9'-~ ~.9#(}5 

(-'1-f} 5.1J.1-.1(}(J(J 

§..., flo/ Sl.1·.t.U9 

Mr. John Locke, President 
Angeles Chemical Co. 
P.O. Box 2163 
Santa Fe Springs, California 90670 

Dear John: 

I felt our June 26th meeting was very constructive. It appears 
that the situation at Anchem is stabilizing both operationally 
and environmentally. 

Enclosed is Menke's invoice for the related travel expenses. 
The airfare, auto and other (meals and SFO parking) are pro rata 
and the hotel is one-half night. 

The special visit field faa will be $250 (one-half our full day 
rate) and Menke's minimum update fee is now $2,500. Thus, the 
total professional fees should be no more than $2,750 or about 
the same as last year when there was no field visit but many 
extra hours of telephone due diligence. If you question this, 
please call me. 

As soon as I receive your April 1990 accountant's report and 
other requested data, I will complete the ESOP valuation which 
this year and in the future will be done by Bramstedt and 
Associates, Inc. as a subcontractor to Menke. 

Best wishes. 

Sincerely, 
c r::;; ,. 
~~t~L--, 
Eric M, Bramstedt 

EMB:ew 
enclosure 

BR001609 



July 16, 1990 

Iff fJ'~S'b.J 
!1'-§~ ~~.9.#ft95 

(.4t.!) 5»-Jt9t9t9 
§..., f'tf}SU-WI 

Administrative Committee of the 
Angeles Chemical Employee Stock ownership Plan 

c/o Angeles Chemical 
P.O. Box 2163 
Santa Fe Springs, California 90670 

Attn: Mr. John Locke 

INVOICE 

Out-of-pocket expenses for field visit in connection with 
the ESOP update valuation of Angeles Chemical on June 26, 1990: 

Airfare 
Hotel 
Car 
Other 

Total due 

Thank you. 

EMS:ew 

165.00 
50.00 
33.00 
33.90 

..., . 

$281.90 

N~ . 7328 

BR001610 



.. 

m.9-.at~ 
.9.-§~ ~~.94f0.1 

(#.f) .W-JOOO 

$t.. {4f~ #1-~-

VALUATION 
of the 

COMMON STOCK 
of 

ANGELES CHEMICAL CO. 

as of 
April 30, 1989 

Prepared by: 
ERIC M. BRAMSTEDT, CFA 
September 1989 
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September 7, 1989 

CONFIDENTIAL 

st.. ~f!) .u.t--!.14.9 

Employee Stock ownership Plan Administrative Committee Angeles Chemical Co, P.o. Box 2163 
santa Fe Springs, California 90670 
Attn: Mr. John Locke 

Gentlemen: 

You have requested we establish the fair market value of the common stock of Angeles Chemical for Employee Stock Ownership Trust (ESOT) purposes as of April 30, 1989. 
Our evaluation places a fair market value of $1,635,995 on common stock of Angeles Chemical Co. as of April 30, 1989. on 54,065 A and B common shares outstanding, the value per is $30.25. This evaluation is derived from adjusting book and is discounted for restricted marketability. 

the 
Based 

share 
value 

Earnings 
climate. 
stock be 

prospects ean'change, as can the general economic Federal regulations require that the Company's common reevaluated at least annually for ESOT purposes. 
Very truly yours, 

MENKE & ASSOCIATES, !NC,i' 

c:........:.. 9Jt. tL :.t::J/ 
Eric M. Bramstedt 

i:MB:ew 
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I. INTRODUCTION 

Angeles Chemical Co. ("Anchem" or the "Company") has requested 
Menke & Associates render its opinion as to the fair market value 
of the Company's common stock in connection with transactions 
involving the Company's Employee Stock Ownership Trust (ESOT). 
This valuation is based on financial data provided us for the 
five fiscal years ended April 30, 1989 and is derived from 
adjusted book value. 

In that regard, Menke & Associates places a fair market value of 
$1,635,995 or $30.25 per share on the common stock of Anchem as 
of April 30, 1989 based on 54,065 A and B shares outstanding. 

Anchem is a closely held corporation with no present market for 
its common stock. It is a regional southern California liquid 
chemical distributor whose products are primarily used in indus­
trial and commercial coating applications. Sales in fiscal 198i1 
were $9.0 million, having dropped steadily from a peak of 
$16,8 million in fiscal 1982. The Company recorded a net loss of 
$110,000 in fiscal 1989, its first unprofitable year since its 
founding in 1972. Anchem has a stable balance sheet with no 
long-term debt. The uninterrupted sales erosion, lack of profit­
ability and major potential environmental issues are the signifi­
cant elements in this appraisal. 

Scope of the Valuation Study 
I 

The purpose of this valuation study is to determine the fair 
market value of a minority interest in the common stock of Anchem 
as of April 30, 1989 for transactions involving the Company's 
Employee Stock OWnership Plan. 

In performing this valuation study, a variety of data and 
assumptions were used. The financial information on past perfor­
mance was gathered from the financial statements of Anchem as 
prepared by its accounting firm for the past five fiscal years. 
We have included in Appendix I a copy of Anchem's most recent 
financial statement for the year ended April 30, 1989. 

Projections of expected future financial performance through 
fiscal 1990 were provided by management. The appraiser has 
visited the Company's facilities in Santa Pe Springs, california. 
Interviews were held with members of management and with certain 
outside sources with regard to the chemical distribution industry 
generally and specifically abo~t several i~portant environmental/ 
regulatory issues facing the Company. 

In ascertaining the value of the Compan:r, publi&hed data on 
publicly traded companies was utilized in an effort to find 
comparable ·companies. There were no companies· which were found 
to be directly comparabie. 

-l-
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Prior ESOP Valuations and Reports 

Anchem's ESOP was established during fiscal year 1984 as a 
conversion from a profit sharing plan. ESOP valuations for 
fiscal- years 1984, 1985 and 1986 were prepared by Charles B. 
Stark, Jr., PC; the fiscal 1987, 1988 and 1989 valuations were 
conducted by Menke & Associates. The table below illustrates the 
aggregate ESOP (minority interest) values relative to certain 
financial criteria: 

ESOP Valuation Summary 

AggreqatQ 
ESOP Value §!!!! Assets Equity 

Gross 
P5o£it 

4/30/89 $1,635,995 l8.H 53.9% au 0.79X 
4/30/88 l. 730,000 18.3 56.5 Sl 0.72 
4/30/87 ~.122,604 20.2 65.0 100 0.78 
4/30/86 :<,600,000 21.4 79.2 127 1.1.7 
4/30/85 2,soo,ooo lS.S 78.0 140 l.l2 
l/01/84• 2,250,000 15.0 n.a 134 1.14 

• Using FY 4/30/83 financial results 

Neg. ~ Negative calculation 

Timu 
Operating working 

Income Capital 

Neg. l.OBX 
Neg. 1.15 
22.6X l. 46 
31.3 1.56 
10.9 1,82 
17.2 1. 66 

Per share values were $30.25, $32.00 and $39.25 on 54,065 Class A 
and B shares in fiscal 1~89, 1988 and 1987, respectivelyl $48.20 
on 54,209 A and B shares in fiscal 19861 and $48.20 on 51,857 A 
and a shares in fiscal 1985. 

Menke & Associates' fiscal 1987 and 1988 valuation conclusions 
were documented in reports dated November 1987 and October 1988 
and are herein incorporated. Among other information, these 
reports contain a description of the chemical distribution 
industry; Anchem's history, operating description and management; 
and the valuation methodologies employed. 

This update report will focus on important environmental/ 
regulatory problems confronting Anchem. 

~imitations of this Valuation 

In preparing the valuation, Menke & Associates relied upon and 
assumed the accuracy and compl ... teness of all financial, statisti­
cal and other info+mation provided by Anchem. Menke & Associates 
also considered information based upon other publicly available 
sources which it believes to be reliabl~, however Menke & Asso­
ciates and the appraiser do not guarantee the accuracy and com­
pleteness of such information and did not independently verify 
the financial statements and other information. The appraiser is 
not aware of material omissions or understatements which would 
affect values contained in this report. The fair market value 

-2-
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arrived at herein represents the appraiser's considered opinion 
based upon the facts and information presented to him, No legal 
opinion is expressed by this report and its accompanying docu­
ments. 

This appraisal is intended for the purpose(s) stated herein. Any 
other application by the Company, its shareholders and others may 
not be appropriate. 

Neither the appraiser nor Menke & Associates, Inc. has any 
present financial interest in Anchem, and the fee for this valua­
tion is not contingent upon the value(s) determined. The quali­
fications of Menke & Associates to undertake this valuation are 
summarized in Appendix II. 

-3-
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II, VALUATION PROCESS 

The stock in this valuation has been evaluated based upon: 
(1) the pertinent principles, regulations and guidelines of the 
Internal Revenue Service, (2) analysis of the Company's financial 
statements; (3) thorough discussions with management1 and 
(4) analysis of relevant industry conditions and other factors. 

Definitions 

The following terms will recur throughout the valuation and 
should be understood by the following definitions, except as 
otherwise noted: 

Fair Market Value -- The Internal Revenue Service has 
defined 11 fa'ir market value" in Revenue Ruling 59-60, issued 
in March 1959, as: 

",,,the price at which the property would change hands between 
a willing buyer and a willing nller when the fotme~ is not 
under any compulsion to buy and the latter is not under any 
compulsion to sell, both parties having reasonable knowledge 
of relevant facta. Court decisions frequently state, in 
addition, that the hypothetical buyer and seller are assumed 
to be able, as well as willing, to trade and be well informed 
about the property and conoerning the market foe such prop­
erty. •• 

This definition is widely accepted and used in courts of law 
and in tax literature and is the most widely used approach 
in valuing closely held securities. It is the basic defini­
tion upon which we have relied in determining the fair mar­
ket value of the Company's stock, Revenue Ruling 59-60 was 
issued for estate valuation purposes, but is not limited to 
that use. It serves as a guide in virtually all valuation 
situations requiring the determination of fair market value. 

Pretax and Pre-Contribution Earninss -- Pretax earnings 
refer to earnings or income before federal, state and local 
income taxes. Pre-contribution earnings refer to pretax 
earnings before discretionary employee benefit plan contri­
butions. 

ESOP -- Employee Stock Ownership Plan and ESOT -- Employee 
Stock Ownership Trust refer essentially to the same entity 
and for purposes of this valuation can be considered inter­
changeable, 

IRS Guidelines 

In general, a company whose securities are traded in volume by 
informed persons in a free and active market has its fair market 
value determined continuously. The prices at which the securi­
ties of such a company trade are a reflection of the collective 

-4-
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opinion of the investing public as to what the future prospects 
of the company are at that point of time. However, when a stock 
is traded infrequently, or is traded in an erratic market, or is 
closely held, such as in the case of Angeles Chemical, some other 
measure of value must be found. 

The Internal Revenue Code of 1954, Section 203l(b), specifies 
that the value of stocks and securities of corporations not 
listed on an exchange or freely traded ".,.shall be determined by 
taking into consideration, in addition to all other factors, the 
value of stock or securities of corporations engaged in the same 
or a similar line of business which are listed on an exchange." 

Revenue Ruling 59-60, issued in March 1959 for estate valuation 
purposes and extended to include the determination of fair market 
value of closely held businesses for income and other tax purpo­
ses by Revenue Ruling 65-193, further develops a set of eight 
criteria which, while not all-inclusive, are fundamental to the 
appraisal of the fair market value of closely held companies. 

The Department of Labor has recently issued proposed regulations 
on "Adequate Consideration" which address valuation issues af­
fecting Employee Stock Ownership Plans. These proposed regula­
tions endorse Revenue Ruling 59-60 and set forth other factors to 
be considered in valuing securities for ESOT purposes. 

Consequently, this report has considered the following factors: 

• History of the Company and Nature of Its Business 

• Economic Outlook in General and Condition and Outlook of the 
Industry in Particular 

• Book Value of the Stock and Financial Condition of the 
Business 

• Earnings Capacity of the Company 

• Dividend Paying capacity 

• Whether or Not the Enterprise Has Goodwill or Other 
Intangible Assets 

• Sales of Stock and Size of the Block of Stock to be Valued 

• The Market Price of Stocks of Corporations Engaged in the 
Same or a Similar Line of Business Having Their Stocks 
Actively Traded in a Free and Open Market or Over the 
Counter 

-s-
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The Effect of ESOP Contributions on Fair Market Value 

Anchem's ESOP was established in fiscal 1984. The Company made a 
cash contributions of $9,500 in fiscal 1989, $6,500 in fiscal 
1988 and $65,000 in fiscal 1987. 

The implementation of an Employee Stock Ownership Plan may have a 
material effect on the profitability and cash flows of a business 
enterprise. The effect on profitability and cash flows can, as a 
consequence, directly impact the fair market value of the busi­
ness enterprise. The degree of effect depends on how the ESOP is 
used and can vary by changing the amount and/or nature of the 
annual contribution itself (cash or stock). 

An additional consideration in determining fair market value for 
an ESOP company is how the Company is providing for the emerging 
liability created when vested terminated plan participants tender 
company stock for redemption. 

For detailed discussions of the effect of cash and/or stock 
contributions on earnings, cash flows and book values and of the 
impact of emerging liability treatment on ESOP stock marketabil­
ity, see Section II of the November 1987 valuation study. 

Comparability in Accounting Methods 

The accounting p~ofession allows a number of alternative 
accounting treatments in areas such as inventory and depreciation 
accounting. Depending upon the particular accounting method 
utilized, reported earnings may differ materially within a given 
year. These accounting treatments, which are permitted under 
Generally Accepted Accounting Principles (GAAP), are usually one­
time decisions, Once a company has opted for a particular ac­
counting treatment it cannot change between various accounting 
alternatives year after year without good cause. Because of 
these rules, accounting statements for a particular company are 
generally comparable from year to year. This comparability, 
however, may not exist from company to company even if they are 
in the same industry. This is especially true if one is compar­
ing a "public" company with a "closely held" company. 

A further discussion of Menke & ASsociates pe•ception of the 
differences and economic ramifications of public and private 
Company accounting procedures is also found in Section II of the 
Novembe• 1ga7 valuation study. 

Discounts to Fair Market Valu~ 

The marketability of the company's stoc~, the control position of 
majority shareholders,.and the relationship of these factors to 
the block of stock being valued can also affect the concluded 
value. 

-6-
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Closely held stock, which lacks marketability, is far less 
attractive than a similar stock with ready access to the public 
marketplace. In valuing a block of stock, Revenue Rulings and 
court decisions provide a basis for concluding that a discount is 
valid for an absence of marketability if the value base does not 
already reflect the lack of marketability. 

Further, a minority stock interest in a closed corporation is 
usually worth much less than a proportionate share of the entity 
value of all the corporate stock. Discounts can range from 10% 
to 30% or more. When minority interest and lack of marketability 
discounts are both applied, they are sequential. 

-7-
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III. COMPANY AND INDUSTRY 

A~geles Chemical is a resale/distributor primarily of liquid 
- indust~ial chemicals used principally in the coating process. 

About 60% of sales are industrial chemicals and 40% commercial 
which carry better margins. In the past five years, dollar sales 
have fallen $4.5 million or by one-third and physical volume by 
an even greater amount (because of price increases in the past 
year and a half). Much of this decline in the most recent two to 
three years reflects the loss of major accounts like Standard 
Brands Paint and Home Club (Bortz) for whom Anchem was packaging 
various solvents and of Wizard Charcoal lighter fluid (Boyle­
Midway). At their peak, these accou.nts individually were $1 mil­
lion or more annually. 

Overall, the CoiiJPany now has about -3-5{) active industrial 
customers and 4~ in the packaging division, all located in 
Southern California. Ellis Paint Company, owned by Robert Berg, 
an Anchem founder and present shareholder, is an important custo-
mer. · 

Previous valuation studies have discussed Anchem's fiscal 1996 
purchase of Bortz Oil which was a packager of paint thinners and 
finishers for the consumer/retail market. Bortz was unprofitable 
on about $3 million of annual revenues at the time of its acqui­
sition. In retrospect, the Bortz purchase does not appear to 
have been economically successful although its inclusion may have 
slowed Anchem's sales decline. Menke & Associates believes that 
increased acquisition-related operating costs and sales commis­
sions, the lost Home Club business, and principal and interest 
payments on the Bortz $450,000 cash and nate purchase price (now 
fully paid off) resulted in a negative cash flow for Anchem from 
this transaction over the past three years. 

Anchem's basic raw materials are these organic chemicals -­
propylene, methanol, toluene, xylene, ethylene glycol, acetone 
and isopropy/alcohol. These are forms of petroleum distillates 
which are purchased from Shell, Chevron, Union Carbide, Exxon, 
Celanese and Vulkan Materials. The Company has on-site 32 under­
ground storage tanks of 5,000 to 20,000 gallons capacity each and 
9 above-ground tanks (old railroad tank cars of 2,000 gallons 
capacity each J • 

Anchem.operates out of administr·ative offices, packaging and 
storage facilities on a 1.a acre site in santa Fe Springs, Cali­
fornia. The structures and im9rovemen~s are Company-owned, while 
the underlying real estate is owned by a partnership comprised of 
the three founding stockholders -- John Locke, Robert Berg and 
Arnold Rosenthal. Mr. Rosenthal is no J.onger active in the 
Company. As discussed in the previous valuation study (October 
1988), the partnership is negotiating to sell the underlying 
property to the Company. Based on recent sales of comparable 
nearby industrial property, the Anchem lot may have a fair market 
value of $900,000 "clean" (see following discussion of possible 
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underground chemical contamination). The parties have retained a knowledgeable commercial real estate broker to act as arbitrator in the transaction. The land rent on a triple net basis is $72,000 a year. 

Anchem rents 20,000 square feet of warehouse space in a Los Angeles building owned by Robert Berg for $60,000 a year. 
t'jll :z,6 As of the summer of 19~, Anchem had~ full-time employees versus 34 and 43 a year and two years earlier, reflecting the downsizing of the Company. The Company has also reduced tempor­ary or part-time help since the end of fiscal 1988. 

Management and Stock ownership 

The Company officers as ot summer 1988 were: 

Of!iicer 

John LockE! 
Robert Berg 
James Froe+,ich 

C-;.n Jy f./11 It",.; 

Pruiaent. Cl!:O 
Secretary/Treasurer 
controller 

Joined Co. Age 

L971 
1971 
1987 

63 

John Tracy, Operations Manager, resigned during fiscal 1989. A significant concern in this valuation is Anchem's loss of several key managerial and sales employees, who have not been specifi­cally replaced, over the past several years. 
The Board of Directors consists of John Locke, Raymond Berg, and Arnold Rosenthal. A Company founder, Mr. Rosenthal sold his stock to the ESOP in 1984 and had a consultant agreement with Anchem at $57,500 per year through July 1989, Mr. Berg's primary employment is President of Ellis Paint co., an important Anchem eustomer. 

As of April 30, 1989 there were 40,000 Class A and l4,06S Class B common shares outstanding (excluding treasury stock) as follows: 
Holder Numb~r of Shares 

John Lock& 20,000 A sharu 37\ Robert B•r9 20,000 A shares 37 ESOP 14,065 ll shzu;es _ll 

Total 54,065 A & B shares 100% 

Class A common stock is voting and Class B is nonvoting. Other­wise the two classes are equal. A val.ua'don discount for the nonvoting Class B stock has not been ta•.en by the prior appraiser nor by Menke & Associates since the stock is in an ESOP where voting rights are not passed through in any event except for major corporate issues. 

-9-
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Environmental Issues 

In recent years, Anchem and the chemical distribution industry 
have been subject to an ever increasing number of complex feder­
al, state and local environmental laws and regulations which 
together impose increased liability and clean-up exposure, 
greater business constraints and larger financial risks. 

Specifically, Anchem is subject to a number of regional 
environmental regulatory agencies. These include South Coast Air 
Quality Management District, Environmental Protection Agency, the California Highway Patrol (hazardous material, permit inspec­
tions, etc.), the Fire Department of the City of Santa Fe Springs and others. 

As of the date of this report, Anchem has no environmental agency actions, citations or violations. However, there is a major 
pending proposal by the California Air Resources Board, the EPA, 
the Air Quality Management District, and other political entities to have Southern California comply with Federal clean-air stan­
dards by 2007. The proposed regulations are extremely comprehen­sive and range from adopting stricter standards for industry 
smokestacks, automobile emissions and fuels to banning the use of charcoal lighter fuel and restricting the manufacture and use of 
certain paints and solvents in the Los Angeles Basin. Menke & Associates believes that some of Anchem's recent customer losses are attributable to existing and prospective Southern California 
environmental regulations which are already among the toughest in the cr.s. 

A significant issue and potential problem currently being 
addressed by Anchem is the possibility of soil and/or groundwater 
chemical pollution at the Santa Fe Springs site. Anchem now 
holds an "interim" permit from Los Angeles County to operate 
underground storage tanks (OSTs) and is seeking a permanent 
hazardous waste use permit. The possibility of contamination is 
also a critical issue in the proposed property ownership trans­
fer. 

Angeles has retained an environmental consultant, SCS Engineers, to investigate for OST and other contamination and, if such . 
exists, estimate the clean-up costs and suggest remedial pro­grams. scs·s analysis and findings will not be available for 
several months or possibly longer. Based on their general pro­
fessional knowledge and experience at sites similar to Anchem's, scs believes that clean-up cost~ could ~un from $~5,000 to 
$300, ooo over an unspecified b·..tt possibly extended timeframe. At worst case, remedial expenses could be significantly greater. 

-10-
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Factors mitigating against large clean-up expenses include these: 

• The Company has not experienced any major fluid losses 
over time, according to management. 

• It is a relatively new operation. 

• Much of the operating surface is covered with asphalt, 
minimizing the effects of surface spills or leaks. 

Anchem does not have environmental liability insurance nor has it 
established any reserves. Under the principle of joint and 
several liability, as Menke & Associates understands it, the 
Company and the real estate partnership may share the burden of 
remedial expense, which point is subject to negotiation and 
arbitration between these two parties. 

Even if there are no material clean-up costs, Anchem could incur 
an estimated $75,000 to $100,000 of additional operating expen­
ses, in perhaps fiscal years 1990-91, to conduct testing and 
analysis, undertake retrofit work, and install metering devices. 
Anchem has hired and trained a full-time tank testing technician. 

At this point, Menke & Associates is unable to quantify Anchem's 
possible environmental financial exposure beyond the numbers 
discussed above. The potential liability is a consideration, 
however, in the valuation methodology and conclusion rendered 
herein. 

The Industry 

The November 1987 valuation study contains an industry overview 
which describes chemical distribution as a $10 billion-plus 
industry populated by about 1,000 companies, with the growth 
occurring at the large firms who can provide a broad level of 
services. Smaller regional distribution companies are losing 
market share to the large companies and face increasing difficul­
ties in competing effectively and surviving. The legal, safety, 
operating and financial challenges alone from the growing envi­
ronmental laws and regulations may eventually overwhelm the small 
conceJ:"ns. 

.. 
In its fiscal 1988 annual report to shareholders, univar, the 
laJ:"gest u.s. chemical distJ:"ibutor, provides this succinct outlook 
on the chemical industry which is still applicable: 

.. 
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uThe Chemical Industry: 
will become more global in nature 
distributors will become more important 
there will be consolidation among distributors 
computer technology/systems will become critical 

to business success 
there will be increased regulation and greater 

environmental safety awareness 
-- spent chemical management will grow ~n importance 
-- the demand for quality in products, in services, 
and in operating systems will continue to intensify" 

In its 1989 annual report, Onivar reconfirmed these trends by 
saying "the chemical industry is growing, the percentage of its 
output being sold by distributors is increasing, and we antici­
pate that the number of distributors who share this increasing 
volume of business will continue to shrink." Onivar's fiscal 
1989 sales of $1.31 billion were up 17% year-to-year. 

Financial Analysis and Review 

Anchem has provided Menke & Associates with financial statements 
for the fiscal years 1985-1989. These financial statements have 
been thoroughly examined and discussed with management. A copy 
of the Company's financial statement for the fiscal year ended 
April 30, 1989, prepared as a compilation by Arthur Buhlman & 
Co., CPAs, is attached as Appendix I. 

The results of our review and analysis of Anchem's financials are 
contained in the exhibits outlined below; 

Exhibit A -- Comparative Income Statement, FY1985-l989 
Exhibit B -- comparative Balance Sheets, FY1985-l989 
Exhibit c -- Salactad Financial Ratios, FYl987-l989 

The statement of cash flows in Appendix I replaces the statement 
of changes in financial position in the previous study. 

These exhibits are presented at the end of this section of the 
report. The following comments and observations are based on 
Menke & Associates' review and analysis of the Company's finan­
cial statements. 

Exhibit A contains Anchem's comparative o9erating statement in 
terms of dollars and dollars as a percent of sales for the period 
fiscal 1985-89. Sales in fiscal 1989 f~ll 4.6\ or $439,000 year­
to-year to just over $9,000,000, the smallest dollar sale decline 
in the now seven consecutive years of sales fall-off. This sales 
result is also reasonably close to management's year ago forecast 
t~at fiscal 1989 sales would be $9.5 million. This nominal drop 
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however somewhat masks the true erosion in Anchem's business. In 
calendar 1988 the company estimates that gallons shipped were 
down about 17% year-to-year. Anchem on the average has been able to raise its prices about 12% in a coincident timeframe. 

On the other hand, chemical (refinery) prices are up an estimated like 12% producing a very nominal 1.3% drop in cost of goods sold 
to $6.9 million or 77.1% of sales in 1989 as opposed to $7 mil­
lion or 74.6% of sales in 1988. Accordingly, gross profit 
dropped over 14% or $345,000 to $2.06 million and gross margins 
were 22,9\ in 1989 versus 25.4\ in 1988 and 26% in 1987, the best 
year in at least the last five. 

Anchem has made some significant progress in reducing operating 
expenses in the last two years. In fiscal 1989 operating expen­ses dropped 11.8% or $294,000 to $2,2 million (24.5%) from nearly 
$2.5 million (26.4%) in fiscal 1988 and $2.6 million (25.1\) in 
fiscal 1987. In fiscal 1988/89 this was accomplished by reduc­
tions in executive and employee wages, the latter by reason of 
personnel layoffs previously described and by declines in freight 
out, printing preparation expense, and advertising. The aggre­
gate more than offset expense increases in some areas, most 
notably drum maintenance. 

The nearly $300,000 reduction in operating expenses almost offset the $345,000 decline in gross profit so that the operating loss 
in fiscal 1989 increased by $50,000 to $145,000 from $95,000 in 
fiscal 1988. 

Other income however fell a relatively sharp $84,000 to $105,000 
in fiscal 1989 reflecting lower drum "sales," dividend and mis­
cellaneous income. (In fiscal 1988 the Company recorded a 
$30,000 •gain" in miscellaneous income from the elimination of 
some prior year double entry payable accruals.) Other expenses 
of $112,000 were only moderately lower than $123,000 in 1988 and 
both years reflect losses on the sale of the Company's stock in 
the PAR fund. 

Accordingly, Anchem had a pretax loss of $152,000 in fiscal 1989 
up from $29,000 in fiscal 1988. After tax refunds in both years, Anchem recorded a net loss of $110,000 in fiscal 1989 compared with a small $14,000 profit a year earlier. 

For fiscal 1990 management believes that the Company's sales have 
stabili~ed at the current $9 million level. In the opinion of 
~enke & Associates and the appr~iser, Anchem's ab~1ity to restore ptofitabi1ity is going to be inhibited by a number of factors 
pteviously discussed in this report but ll'.ost specifically the 
expenses associated with the testing for possible undergtound 
storage tank contamination. Fiscal 1990 will be the last yeat of payment of the $57,500 annual consultant expense (in other ex­
pense category) to former stockholder Rosenthal. Given the 
Company's achievement in reducing operating costs and excluding 
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testing and possible clean-up expenses, Anch.em might break even 
in 1990. 

Exhibit B contains a comparative balance sheet for Angeles 
Chemical for the five years fiscal 1985-89. 

The Company's balance sheet shows very little change from 
April 30, 1988 to April 30, 1989. For example, total assets 
were $3.04 million at April 30, 1989, down very slightly from 
$3.06 million a year earlier and $3.2 million at April 30, 1985. 

Importantly, cash and equivalent liquid investments increased 
$128,000 to $371,000 (12.2% of total assets) as compared to 
$243,000 (7.9'15) at April 30, 1988 and the highest since $905,000 
(27.5\) at April 30, 1986. Changes in the other current asset 
accounts of accounts receivable, inventories and prepaid expenses 
were not material, so that total current assets at $2.49 million 
(81.8%) were essentially the same as the $2.4 million (79.1%) at 
April 30, 1988. 

Fixed assets at cost increased to $1.84 million from 
$1.72 million primarily as a result of the continued capitali~a­
tion of drums discussed in last year's valuation study. The 
accumulated depreciation offset was also increased accordingly to 
$1.3 million from $1.1 million at April 30, 1988. Net fixed 
assets declined to $552,000 (18.2%) from $623,000 (20.4%). On 
the current depreciation schedule, these assets will be written 
off for book purposes within three years. 

Similarly, there were no significant changes in the composition 
of current liabilities except that total current liabilities rose 
$63,000 to $975,000 (32.U) at April 30, 1989 from $912,000 
(29.8%) a year earlier, primarily as a result of a $135,000 
increase in accounts payable to $705,000 (23.2\). 

Current assets and current liabilities have both declined over 
the last five years, reflecting the much lower level of Anchem's 
sales and business activity. 

Long-term liabilities increased a very slight $24,000 to a still 
nominal $37,000. Sharehblders' equity on the other hand declined 
$110,000 to just over $2 million from $2.1 million at April 30, 
1988 and the lowest since April 30, 1986. 

Exhibit c presents certain financial and operating ratios for the 
fiscal years 1987 to 1989. worl;ing capital at Apr i1 30, 1989 was 
$1.51 million, almost exactly ~he same as a year earlier. At 
April 30, 1989 the current ratio of 2.55:! and the quick ratio of 
1.55:1 were still ver:y strong. The inve·.ttory turn at 9. 7 times 
improved somewhat from 1988 and was almost identical to 1987. 
Basically, the Company has no long-term debt. 
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Appendix I contains a statement of eash flows fo~ fiscal 1989 
which is summarized as follows: 

Net cash from: 
Operatinq activities 
Investinq activities 
Financinq activities 

Net increase in cash 

!!ill 
(000) 

$273 
106 
illl 

$361 

The statement reveals inte~-entity financing activity with an 
affiliated company, Stallion Tank Lines. 

Menke & Associates' concluding observation on Anchem at April 30, 
1989 is the same as a year earlier in expressing concern about 
Anchem's long-term business viability. The Company's debt-free 
position, solid current financial ratios and a reasonably liquid 
balance sheet provide management with a period of time to deter­
mine an ultimate resolution to the problems facing the Company, 
many of which are beyond management's direct control. 
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ll'Y. 4/30' 1989 

Sale:i. $9,003 100.0\ 
Coat of sa.le~> 6,945 77.1 
GtOsB Pcoflt :2,0S7 22.9 

Ope~-.ting £xpen~es 2,203 24.5 

0pefat1n9 Income (145) 11.6) 

Other Inc;:ome 105 1.~ 
OthCir Expenses 112 1.2 

Pcet.~l' Jn~,...,me (152) (1, 7) 
Provision for '!'axes _____g .s 
Net II\CO•e ~ (110) 11.2\) 

AliGELES CH.I!:~IJICAI. CO. 

Exhibit A 

Comparative Income Statement 
f'l985-B9 

(000) 

1988 1987 

$9 r 442 100.0\. $10,521 100.0\ 
7.0.t0 74.6 7,787 74.0 
2,402 25.4 ~, 134 2fi.O 

2.497 26.4. 2.ilii40 25.1 

(95) I 1. O) .. .9 

189 2.0 73 .1 
123 1.3 88 .8 

(29) I. 3 l 79 .a 
_Q . 5 ____ill) ( .1) 

$ 14 .n $____£! ••• 

SOURCE; Company linanci~l statement~ (Unaudited) 

1966 1985 

$12.1:.!9 100.0\. $Ill 520 100.0\6' 
51,909 Sl. 7 ll,2:9fi. a~.~ 
2,219 18.3 2,l24 l•·'if 

~ 
2.136 17.6 1.994 14 •• 1 /"f.-7 

83 .1 230 1.1 I 

180 1.5 224 1.6 
46 ·' 4l .3 

215 1.8 414 l-1/ :1./ 
_ill) I. 6) ....J.!!1) (1.4) 

$ 139 1.2\ ~ 227 = 1.;• 1 /. 7 7" 
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ANGELES CHRMICAL COMPANY 
Exhibit " 

Co~arative B~lance Sheet 
1985-8'9 

(000) 

As of April 30< 1999 1988 1287 1986 198S 

C~!t't~nt Ass.•u, 
Cash & Liq. Inv. $ 3'11 12.2\ ~ 243 7.9% $ 202 6.2\ $ 90o 27.5. $ 521 u.n 
Accounta Reo, 1,139 37.5 1,222 39.9 1,323 40,S 1,2:as 39.2 1,S91 49.6 
Inventories 719 23,7 773 25.3 794 24.3 597 18.2 627 U.G 
P~epald 2~p.)Othvr --1!2 8.5 ...ill 6,0 _ll.!i. 6. 3 _ill 3.5 .,.._..ll 1,9 
~tal 2:,4$~ u.8 2,4:n 79.1 2,526 77.3 2,906 88.5 2,801 87.3 

Fi.l(ed As.sets @ cost 1,844 1, 724 1,601 1,089 1~026 
Accum. Depreciation (1,292) ( 1, 101) ...i!ll) ...ll!J!) .J.ll! )....J.!ll) 
Net Fi~td A&Stt£ 552 18.2 623 20.4 733 22.4 371 11.3 397 12.4 

o~hoc 7\auts 17 .5 8 • 2 8 a 
'I'otal Assets $3' 038 100.0\ 100.0\ $3,266 100,0\ 100.0\ 100.0\ 

Curr~nt Liabil~tiee' 
Accounts Payable $ 705 100.0\ $ 570 10.6\ $ 609 18.6\ $1,119 34.1\ $1,120 34.9\ 
oepo:11 ta 119 3.9 142 4.6 198 5,8 159 4.8 143 4.4 
Note Payabl•~aort~ 103 3.4 83 2,7 193 5.9 
Accru~d txpen$E~$ 47 !.5 116 3.8 69 2.1 49 1.5 69 2.2 
Inc. ~ax Payable _ill) (2.6) _!! 2.9 

Total 975 32.1 912 29.8 1,068 n.1 1,240 37.7 1,424 44.4 

~;·r LIAblliti .. 37 1.2 13 • 4 76 2.3 

$har~holdel:' &~utty 2,026 66.7 2,136 69.9 2,122 6$.0 2,046 62.3 1,?82 55.6 

TOt*l Li~bilities 
and Equity $3,038 100.0\ ~l.OH 100.0\ ~3,266 100.0\ $~ 100.0\ $3,207 100.0\ 

SOURCE: CQapany financi~l ijtate~ents (unaudited). 
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ANGELES CHEMICAL COMPANY 

EKhibit C 

Selected Ratio Analy~is 
FY1987-89 

Liquidity Ratios 

Current 
(Current Assets divided 
by Current Liabilities) 

Quicl< 
(Cash & Accounts Receivable 
divided by Current Liabilities) 

Working Ca~ital ($000) 

Sales/Receivables 
(Sale• divided by 
Accounts Receivable) 

Sales/Working Capital 
(Sales divided by 
working Capital) 

cost of Goods Sold/Inventories 
(Cost of Goods Sold 
divided by Inventories) 

COV&rage Ratio 

EBI'l'/Interut 
(Earnings before Interest 
and ~ax divided by 
rntere~t txpense) 

Cash Flow/Maturity ~'1'0 
(Net Income + Depreciation 
Expenses divided by Current 
Portion of Long ~erm Debt) 

FY April 30: 

~.55 2.65 2.36 

l.SS 1.61 l. 44 

l, Sll 1,458 

7.90 7. 73 7.98 

s.o 6.3 

9.7 9.1 9.8 

Neg. Neq. 5.2 

1.05 2.5 l.2 
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Exhibit C (cont.) 

LeveragE! Ratios 

Oebt/Worth 
('l'otal LiabHities divided 
by Net Worth) 

Long-Term Liabilities/Worth 
(Liabilities over one year 
divided by Net worth) 

Operating Ratios 

Percent Profit before Taxes/ 
Net worth 

(Pretax Profit divided 
by Assets lass 
Liabilities) 

Total Asset Turnover 
(Sales divided by 
Average 'l'otal Assets) 

Return on Equity 
(Net Income divided by 
Average Stockholders' Equity) 

Return on Assets 
(Net Income divided by 
Average Stockholders' Equity) 

Neg. m Negative calculation 
Nom. -= Nominal 

FY April 30: 

0.50 0.43 0.54 

Nom. Nom. 0.04 

Neg. Neg. 3. 7\ 

2.95 2.96 3.21 

Neg. Nom. 3.2% 

Neg. Nom. 2.0% 
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IV. VALOATION 

In arriving at a minority interest fair market value 
determination for Angeles Chemical, Menke & Associates has con­
sidered the relevant factors set forth in Revenue Ruling 59-60 
with regard to the valuation of closely held companies and in the 
Department of Labor's (DOL) proposed regulations on "Adequate 
Consideration" as they relate to the valuation of securities for 
Employee Stock Ownership Plan purposes. The following comments 
represent our findings with regard to those specific factors 
outlined in Revenue Ruling 59-60 and the DOL's proposed regula­
tions on "Adequate Consideration" as they pertain to the valua­
tion of Angele~ Chemical. The following references to Revenue 
Ruling 59-60 implicitly include the DOL's proposed regulations. 

Book Value 

Anchem's stated book value was $2,025,921 or $37.47 a share as of 
April 30, 1989. 

Normally, book value or adjusted book value is not afforded much 
weight or consideration in the valuation of an operating company 
such as Anchem. Such type companies are normally valued on 
earnings and/or cash flow capacity. Because of depressed oper­
ating results, Menke & Associates chose to use book value as fair 
market value for ESOP purposes as of April 30, 1987 and used it 
as a valuation reference as of April 30, 1988 and 1989. 

Dividend History, Capacity and Probability 

Revenue Ruling 59-60 suggests that the appraiser considet 
dividends and dividend paying capacity in valuing closely held 
securities. 

The Company has not paid any dividends on its common stock and 
has no intention of changing this policy at this time. This 
policy is quite appropriate for a small, private company which is 
owned by shareholders who neither rely upon nor expect dividend 
income • 

.. Normally, earnings reinvested in the growth of the Company can be 
expected to earn at a greater return than dividend income invest­
ed in other investment opportunities with similar risks and 
prospects. Consequently, shareholders will ultimately benefit 
from the current policy to reinvest earnings in the Company's 
growth rather than to pay cash dividends. 

The capacity to declare and pay cash divi.dends is a positive 
consideration. The decision not to pay dividends is not a nega­
tive consideration. 
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Comparable Companies -- Publicly Traded 

Revenue Ruling 59-60 suggests that the appraiser consider the 
market price of stocks of corporations engaged in the same or a 
similar line of business having their stock actively traded in a 
free and open market or over the counter. Menke & Associates has 
made an exhaustive search for comparable public companies which 
can be deemed to be similar to Anchem. No single company proved 
to be a worthy publicly traded comparable. Publicly traded 
companies are generally much larger and more diverse both geo­
graphically and in business operations. 

One such large public company is Onivar corp. Onivar is the 
largest u.s. chemical distributor with fiscal 1989 revenues of 
$1.3 billion. Van Water & Rogers, a Univar division, is a direct 
Anchem competitor. In fiscal 1989 Univar spent $2.6 million on 
certain environmental elective action regulatory matters and has 
reserves of $9.7 million for estimated remedial and other related 
costs. Onivar's net income per share was $2.27 and cash flow 
(net income plus depreciation) was $3.87 for the fiscal year 
ended February 28, 1989. Univar's current ratio as of that date 
was 1.33:1; debt to equity was 0.9:1 and book value was $13.14 
per share. Return on sales and equity were 1.5% and 17.4% re­
spectively. As of April 30, 1989, Univar common was trading at 
$29-1/2 or 2.2X book value, 13.0X earnings, 7.6X cash flow and 
14% of revenues. 

Normally, Menke & Associates would select a capitalization rate 
or Price/Earnings ratio by reference to P/E ratios for market 
indices such as the Dow Jones Industrials, Standard & Poor's 400 
and Moody's Chemical Industry composite. Since a capitalization 

.·of earnings methodology is not now being employed, such a refer­
ence is not appropriate. Onivar's market capitalization rates 
may be broadly referenced in the future although univar is a 
substantially larger and much more geographic, customer and 
product diverse company. 

Cash Flow and Earnings Capacity 

The prior ESOP valuations by Charles Stark, PC, appear to rely on 
conclusions derived from capitalizing five-year average of net 
income, aftertax cash flow and pretax available cash flow, among 
other methods. Aftertax cash flow is net income plus deprecia­
tion or total source of funds. Available cash flow before taxes 
is pretax income plus profit share/~SOP contribution plus depre­
ciation. Anchem's earnings an.i cash·flow '\s just defined for 
FY1989 and its recent three-y~ar average is shown below: 

Period 

FYl9B9 
E'Yl9B7-B9 1\Vg. 

Net Income 

($1.10,000) 
(29,000) 

NOTE: Figures have been rounded 
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Cash Flow 
Available After Tax 

$ 69,000 
181,000 

$!01,000 
178,000 
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In a cyclical industry such as chemical distribution, it is 
normally appropriate to use five-year averages for valuation 
purposes as was done in the past. However, Anchem's steady 
decline in sales and profits indicates an alteration in the 
Company's basic operating circumstances. Consequently, the 
employment of historic five-year averages is not indicative of 
the Company's current and future income and cash flow. The 
appraiser therefore did not use these longer term averages and 
feels that a three-year average also may not be indicative. 

It is important to note that fiscal 1988 and 1989's net income 
and aftertax cash flow reflect a very small ESOP contribution, 
while there was a si~able ESOP contribution of $66,000 in fiscal 
1987. 

Anchem's fiscal 1990 cash flows may not exceed those of 198j,1 
even if sales hold as management suggests, because of the previ­
ously discussed environmental investigation costs. In July 1989 
Anchem made its last consulting payment to Arnold Rosenthal on 
his $57,500 per year fee. Capital expenditures for a shrinking 
company may not be a significant element and are not provided 
for. ·· 

Valuation 

Because of insufficient demonstrable earning power and moderate 
cash flow prospects, Menke & Associates and the appraiser once 
again must look to the balance sheet for valuation purposes as in 
fiscal 1988 when we employed a book value approach. 

Generally, capitalization of income and cash flow streams is the 
appropriate methodology for determining the equity fair market 
value of an operating company such as Anchem. The decision to 
primarily utilize adjusted book value is based on the factors 
discussed and Menke & Associates and the appraiser's experience 
and knowledge in deriving equity values of closely held compa­
nies. 

For the instant va1uation, the appraiser believes the stated 
book value of $2,026,000 should be discounted 5\ or $101,300 to 
reflect the opinion that fixed assets and inventory. would be 
liquidated at below book or carrying value. 

Since management has not provided Menke & Associates with 
specific current estimates of plant and equipment market value, 
the appraiser's 5\ discount to an adjusted value of $1,924,700 is 
somewhat judgmental. At the valuation dace, Anchem was essen­
tially long-term debt free and working cnpital was $1.51 million. 

Subtracting working capital of $1.51 million from the adjusted 
book value suggests the plant and equipment may be worth in an 
orderly liquidation $413,000 versus a book coat of $552,000. 
Part of this figure could also represent business goodwill and 
going concern value although economic worth of these elements, 
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which Menke & Associates has not attempted to otherwise quantify, 
is shrinking as the Company loses customers and sales. 

The indicated fair market value of $1,924,700 is 27.9X fiscal 
1989 available cash flow (CF) and 19.0X aftertax CF. It is also 
10.8X average fiscal 1987-89 available aftertax CF. These capi­
talization rates are high and only provide marginal support to 
the value conclusion. 

As of the ESOP plan year which began May 1, 1987, the ESOP 
Committee changed its policy of paying terminated plan partici­
pants in a lump sum to paying participants terminated for reasons 
other than retirement at age 65 in five annual cash pay-outs com­
mencing on the first anniversary of termination. Terminated plan 
participants sell 20% of their stock in each of five years at the 
fair market value applicable for each year. Accordingly, the 
above derived value is discounted for restricted marketability by 
15% (increased from 10% in fiscal 1988) or $288,705 to $1,635,995 
or $30.25 a share (rounded) on 54,065 A and B shares outstanding. 
This figure is slightly above Anchem's working capital at 
April 30, 1989, which working capital basically accrues to the 
equity holders. 

Arguably, the restricted marketability and "liquidation" 
discounts should be greater than 15% and 5%. However, the aggre­
gate ESOP (minority interest) value has been reduced 37\ in the 
four years between April 30, 1986 and 1989, an overall deflation 
which Menke & Associates believes properly and adequately re­
flects the problems confronting Anchem and its ESOP participants. 

Valuation Summary 
Angeles Chemical Co., Inc. 

April JO, 1989 

Stated BOok Value 

Less LiqUiaation Discount (5\) 

Subtotal 

Laas Marketability Discount (15\) 

Fair Market Value 

~er Share on 54,065 Shares 

R ~ Rounded 

Recent Stock Sale and Valuatic~ 

$2,026,000 

101,300 

1,924,700 

288,705 

$1,635,995 

$30.25 (It) 

Revenue Ruling 59-60 suggests that arm'~-length sales to 
knowledgeable unrelated third parties in the recent past would be 
a basis for valuation. 

There have been no such recent transactions. 
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V. CONCLUSIONS 

Based on our experience and general knowledge in determining the 
value of closely held companies and upon the consideration of all 
factors previously discussed, Menke & Associates is of the opin­
ion that the fair market value of the outstanding common stock of 
Angeles Chemical Co. for ESOT purposes is $1,635,995 or $30.25 
per share as of April 30, 1989 on 54,065 A and B shares outstand­
ing. This valuation is based on an adjusted book value approach. 

Specific positive factors concerning Anchem were its positive 
cash flow1 still solid and long-term debt free balance sheet; 
reasonably liquid cash position1 and effective cost reduction 
program. 

Unfavorable factors were seven consecutive years of sales and 
profit decline, a net loss in fiscal 1989, negative returns on 
capital and equity, uncertainty over the timing of an operating 
stabilization or turnaround, loss of middle management and mar­
keting personnel, and the potential environmental clean-up costs. 

It is important to point out that this evaluation is specifically 
intended to establish a per-share fair market value for shares to 
be issued or sold to the ESOT. This report does not specifically 
address the evaluation of the Company as an entity. The value of 
the Company as a whole, with the attendant rights to control the 
direction and growth of the Company, to influence or control 
compensation and dividends, to change the management, to acquire 
other companies and/or business operations, to buy companies or 
new product lines, or to sell or merge the Company, may be 
greater than the total value implied by this evaluation. 

On the other hand, the value of minority interest shares held 
outside of an ESOT would probably be less than the value deter­
mined in this report. An ESOT with a "put" option obligating the 
Trust to repurchase the shares held by participants provides a 
valid market for such stock, Minority interest shares held 
outside of the ESOT would by necessity be discounted by more than 
15% taken here for their greater inherent lack of marketability, 

This valuation is as of April 30, 1989; and, since it is based 
upon recent financial statements, it should be valid for the near 
future. However, it is imperative to recognize that the dynamics 
of the industries served and general economic conditions can 
change and invalidate this evaluation. Federal regulations 
require that the Company's comr..on stocK be reevaluated at least 
annualiy for ESOT purposes. 
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ARCHER, 8ULMAHN 0. Co. 
CEATI,.II!:D I'UIILIC _.,CCOUNTANTS 

To the Board of Directors 
Angeles Chemical Co., Inc. 

020 SOUTH LAK( AVE NUl!.· PASAt)~NA, C:ALIP"OAHIA 0'1104!! 

We have compiled the accompanying balance sheet of Angeles 
Chemical Co., Inc. as of April 30, 1989 and the related statement of 
income for the quarter and year then ended, in accordance with 
standards established by the American Institute of Certified Public 
Accountants. 

A compilation is limited to presenting in the form of financial 
statements information that is the representation of management. we 
have not audited or performed a review service on the accompanying 
financial statements, and accordingly, do not express an opinion or 
any other form of assurance on them. 

Management has elected to omit substantially all of the 
disclosures and the statement of cash flows required by generally 
accepted accounting principles. If the ami tted disclosuree and the 
statement of cash flows were included in the financial statements, 
they might influence the user's conclusions about the company's 
financial position, results of operation, and cash flows. 
Accordingly, these financial statements are not designed for those 
who are not informed about such matters. 

avJLJ.JJ 1 8 o.t}VJ.-W -1- ~ · 
CERTIFIED PUBLIC ACCOUNTANTS 

July 10, 1989 
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ANGElES CHEMICAL co,, INC, 

BALANCE SHEET 
UNAUDITED 

CURRENT ASSETS 
PETTY CASH 
CASH IN BANK 

ASSETS 

CASH IN BANK - BORTZ 
CASH IN MONEY MARKET 
CERTIFICATE OF DEPOSIT 
ACCOUNTS RECEIVABLE 
ALLOW. FOR DOUBTFUL ACCTS. 

NE:T F:ECEIVABLES 
ACCTS. REC. - STALLION 
ACCTS. REC. - OTHER 

,~-EMPLOYEE AriVANCES 
INVENTORY - CHEMICALS 
INVENTORY - PACKAGING 
INVENTORY - PKG,-BORTZ 
INVENTORY - GASOLINE 
PREPAID INCOME TAX 
PREPAID INTEREST 
PREPAID PROPERTY TAXES 
PREPAID TANK TESTING 
PREPAID INSURANCE 
PREPAID AUTO LEASE 
PREPAID CONSULTANTS FEES 
PREPAID PACKAGING 
DEPOSITS ON EQUIPMENT 
DEPOSITS PAID - CARBOY/POLY 
DEPOSITS PAID - REG. DRUMS 
DEPOSITS PAID - PALLETS 

TOTAL CURRENT ASSETS 

FIXED ASSETS - AT COST 
OFF'XCE TRAILER 
TRUCKS & AUTOS 
TANKS & PLANT EQUIPMENT 
FURNITURE & FIXTURES 
CONSTRUCTION IN PROCESS 
F'LANT 
DRUMS 

TOTAL FIXED ASSETS 

APRIL 30, 1989 

S'} l.~t067,415.56 

(11,508.25) 

97.811.43 
213r056.40 
789t771.46 
206.361.76 

.oo 
340.712.78 
196.671.00 

LESS: ACCUMULATED DEPRECIATION 

NET FIXED ASSETS 

TOTAL ASSETS 

$ 400.00 
123r394o06 
41.663.77 
5r617o03 

2oo,ooo.oo 

1.055.907.31 
44t436·00 
3Sr988.45 

5r154.88 
305.873.61 
108t081.69 
304,05S.43 

1,226.72 
48 P!S61 • 00 
16·686.47 
1•897.26 

.oo 
109t728.02 

775.00 
Sr81l.01 

49r184.89 
120.00 

5r377,00 
10.179.25 

316.20 

lr844.384.83 
(1,292·398.44) 

SEE ,ACCOUNTANTS COMF'Il.ATT0/'1 w.pnr.-T 

551r986o39 

$ 3r038r42lo4-' 
====io!::;JI::r:":":r:=::: 
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ANGELES CHEMICAL co,, INC. 
·, EIALANCE SHEET 

UNAUDITED 
APRIL 30• 1989 

LIABILITIES AND CAPITAL 

CURRENT LIABILITIES 
ACCOUNTS PAYABLE 
ACCRUED TANK TESTING 
ACCRUED F'AYFiOLL 
ACCRUED COMMISSIONS 
ACCRUED WORKMANS COMF', INSURANCE 
SALES TAX PAYABLE 
INCOME TAXES PAYABLE 
r1RUM DEPOSITS 
EMPLOYEE BENEFIT & WELFARE 
NOTES F'AYABLE 
ACCRUED PROFIT SHARING 

TOTAL CURRENT LiABILITIES 

LONG TERM LIABILITIES 
NOTE F'AYABLE 

TOTAL LONG TERM LIABILITIES 

CAF'lTAL 
CAPITAL STOCK - $,10 PAR VALUE• 

l•OOOrOOO SHSo AUTHORIZED, 
~4r06~ SHS, ISSUED & OUTSTANDING 

F'A!rl IN CAF'ITAL 
RETAINED EARNINGS - BEGINNING$ 2r024•967o91 
NET INCOME OR CLOSS) 1110•177,02) 

RETAINED EARNINGS 

TOTAL CAPITAL 

TOTAL LIABILITIES & CAPITAL 

$ 705.309.74 
5•103.40 

12•479.12 
21,135.21 
3r074,95 
4r459,14 

300.00 
119.350.00 

.1.144.37 
102r683o40 

.oo 

5r406,50 
105,723.80 

1r914r790,89 

SEE ACCOUNTANTS COMPILATION REPORT 

-....--------· ----------
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SALES 

COST OF SALES 

GROSS PROFIT 

OPERATING EXF'ENSES 

ANGELES CHEMICAL COor INC, 
STATEMENT OF INCOME 

UNAUDITED 
YEA~ ENDED AP~IL 30, 1989 

$ 

cu~r(ENT 
F'ERIQ[I 

2t211,313.04 
----------

1t669,583.35 
----------
541.729,69 
~---------

100.0 
-----
75.5 

-----
24.5 

-----

ADMINISTRATIVE SALARIES 24r677,76 1ol 
DIRECT WAGES 74.763.09 3.4 
INDIRECT WAGES 5.360.38 .2 
SALES WAGES 21r242,89 1.0 
OFFICE WAGES 21,045,35 1.0 
F'LANT EXPENSE 11r532.85 ~ .... 
LAB EXF'ENSE 1r522.68 • 1 
TRUCK EXPENSE 30.399.32 1.4 
AUTO & TRAVEL 12r235.63 • 6 
FREIGHT-IN 19.444.90 .9 
f'"J;:EIGHT OUT 20.267.79 • 9 
DRUM MAINTENANCE 66,359.34 3.0 
TANK TESTING EXPENSE 663.45 .o 
REPAIRS & MAINTENANCE 9t995.35 "' .... 
SALES PROM. TRAVEL 2•805.08 • 1 
PRINTING PREP, EXPENSE 4r785,36 .2 
OUTS HIE LABOR 16.328.79 .7 
EQUIPMENT RENTAL 221.00 .o 
RENT 33,000t00 1 '5 OFFICE SUF'F'LJ ES 3.385.78 " ·-COMF'UTER EXF'ENSE 2•734.57 • 1 
F·F;OFESSIONAL SERVICES 1~,593.76 .6 
TAXES & LICENSES 5t156.28 .2 
F'AYr(OLL TAXES 14.738.77 • 7 BUSINESS F'ROMOTION 4•610.66 .2 
ADVERTISING 1t332.34 ·1 POSTAGE 1·400.94 • 1 COMMISSIONS 2St535.56 1. 2 [llr(ECTORS FEES 2t2SO.OO • 1 DONATIONS 22.32 .o CASUALTY INSURANCE 23.338.26 1. 1 WORKMEN$ COMF·. INSURANCE 7·377.17 .3 GROUF' INSURANCE 15,239.32 • 7 DUES & SU.BSCRIF'TIONS 1•379,61 ol 

SEE ACCOUNTANTS COMPILATION REPORT 
·-···~·~-·····"• •\o~oJoo ·-·"·--·--L" "" . • •&.. & • 

$ 

YEAR 
TO [lATE 

9.002,717.29 
----------

6o945.124.0l 
----------

2r057,593,28 
----------

124.000,00 
269.971.97 

48,687.97 
77,825.13 
98.748.51 
35,359.55 

5!"195.60 
115.210.04 

43r350,31 
72r478,SO 

115r995.33 . 
158,626.34 

6.600.00 
27.121.11 
16.461.48 
22r834.41 
96.260.90 

1,788.44 
132.000.00 
10~949.?5 

11.024.51 
36,735.52 
16.070.11 
49.771.43 
14.300.75 
a,o2S.59 
5>117.40 

92.191.66 
9,ooo.oo 

182.32 
99.474.01 
29o622.06 
72.782.62 
4o894.58 

100. ( 

77 t ~ 
-----

., ., ' 

..:.....,;. I • 

----~ 

1 • .i. 
3. ( 

• 0 . ~ 
1 I ~ 

'-.. 
1 • :-. 

• ... 
• c 

1.: 
l.E . -.. 

•• . ~ 
1. l 
.. 

1 • :: 
• .1. 

' .. . .: .. . -
"' •. ·-• 1 
o1 

1.0 
• 1 
.o 

1 • 1 
.3 
.8 
o1 
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ANGELES CHEMICAL co,, INC. 
STATEMENT OP INCOME 

UNAUr•ITED 
YEA~ ENDED APRIL 30, 1989 

OPERATING EXPENSES-<CONT'DI 
UTILITIES 
TELEF'HONE 
[IEP~ECIATION 
EMPLOYEE WELFARE 
UNIFORM EXPENSE 
BAD toEBTS 
PROFIT SHARING EXPENSE 

TOTAL OPERATING EXPENSES 

CURRENT 
PERIOD 

$ 4,743.48 
5.971.10 

66.132.82 
2r519.34 

406. 12 
(40.89) 

3;455 ... 70 

S80r934.02 

• 3 
3.0 

• 1 
.o 
.o 

26.3 

OPERATING INCOME OR CLOSS> 

OTHER INCOME 

(39t204.33) (1.8) 

DISCOUNTS EARNED 581,69 
DEMURRAGE 986,25 
SALE OF ASSETS 41r835.44 
INTEREST INCOME 4,896.09 
DIVIDEND INCOME ,00 
MISCELLANEOUS INCOME --z.;:,......,. C.h-.;1-f#" Eh931.40 

.o 

.o 
1 • 9 

---------- -----
OTHER EXF'ENSE 

INTEREST EXF•ENSE ! 
CONSULTANT EXPENSE 
LOSS CGAINI SALE OF STOCK 

NET INCOME DR ILDSSl 
B!::fOF:E TAXES 

PROVISION FOR TAXES 

---------- -----
1,428.36 

14,375.01 
.oo 

• 1 
.7 
.o 

15.803.37 .7 

• 1 

---------- -----

YEM 
TO DATE 

$ 18.438.49 
23,136.76 

211,263.60 
8t542;46 
2,322.98 

906,98 
9r545.67 

~---------

4t441.79 
3·438.75 

41•835.44 
18.188. 11 
4•608.75 

32.167.97 

• 

24 ~; 

.. .. .. 
---------- -----104o660,81 1.: 
---------- -----

8.704,44 
57,500.04 
45.688.79 

42r260.00 

.. .. .. 

I ' --. 
. : 

NET INCOME OR C~OSS) 2.0. $(110.177.02) 11.: 
====~~~=== ~~~== 

SEE ACCOUNTANTS COMPILATION REPORT 
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·~' !l~NGELES CHEMl CAL. COMP:.ANY, l NCOF<F·OF<ATI>P 
&TATEMf.NT OF CASH FLOWS 

( U!"'t~~ud it ed > 
FOF< THE VEAR ENDED A~RIL 30, t9S9 

CASH f:'L.OWS FF<OM OPEI<ATlNG ACTIVITX£!a1 
CASH RECEIVED F'AOM CUSTOME~t 
CASH PAID TO SUPPLIE~S AND EMPLOYEES 
OTHER RECEIPTS 
INTEREST AND DIVlDENDS RECEIVED 
INTEREST f'AIO 
INCOME TAXES REFUNDED 
lNCOME TAXES PAID 

NET CASH PROVIDED E<Y OI"EF:ATlNG ACTIVITIES 

CA9H FLOWS FROM INVESTING ACTlVlTIESI 
PROCEEDS FROM SALE OF EOUlP~ENT 
P~OCEEDS FROM SALE OF SECURITIES 
PAYMENTS FOR PURC~ASE OP FIXED ASSETS 

NET CASI-1 F'f'.:OV!OED l'iiY l1'NE.5T!NG ACTIVl'rlES 

CASH F~OWS FROM FINP.NC!NG ACTlVltte:s: 
PF:OCEEO FROM NEW EIOFi:FIO;.J l NGS 
Pf:INCIPA"- PAYMENTS ON O•.J'l'SH•NCINI! l'lE~T 
LCii<IJ$ TO EMF'LOYEE! 
~C~LECTION OF EM?~CYEE LOANS 
l.C:ANSi TO OTHEFi$ 
CCli. .. L.ECT l 01\: OF LOAI\:S FROM OTHERS 
LOANS TO liiTAL.L.ION 1'AN!< LlNi\!1. 
CC)r..LECTI ON OF LOANS FF\OM SH•LL l ON 

NET CASH USEC ~~ FIN~NCI~~ ACTIVITIES 

1\!t.::T : !'-~:·~:EA$2: IN C~SH tW~ 1 r .. O 11HE. Y!A~ 
CASH t;:-:" PEU~:f~~~ING OF ·~E~F' 

f .. E: C>:J:·~C It.. I AT l ON C = : JE 7 l ~C .::~t''i:! T ~ NE:T CA5r-i 
F'P.O'J!DEIJ !Y CF'EF<ATHJC: j!:,C'f!'JlTlE5 

NET l r~:;:OME (LOSS l 

~O.:iUS>T MENTS T Q REC:Q!';!: li..E NET l NCO ME: TO NET CASH 
F'~OVIDED E'Y OPE~AT1NG ACTiVITIES: 

OEF-RECIATIOt~ 
((!IAlN) LOSS ON SALE OF EOVH'·MENT 
LOSS ON SALE OF SECU~!TIES 
C:HAN(>E lN ASSETS AI~D LlABILl1'1ES: 

ACCOUNTS RECEIVA~r..E 
fNYENTOI<lES 

.,136,:ll14,Cf7 
(' e ,9o2 ,f:it;,6 .1o > 

35,oOo!l,?2 
ee, ?9~,. S:!o 

< s,?o•.e3> 
'50,?138.00 

( 9(11 • 0(J) 

---------------
11"11,... _________ ... __ _ 

9 t 3r.~v. o,.:., 
aa,O'Y4.03 
96,079.92) __ .,. ___________ _ 

( 

( 

175' 914•' c.o 
141,U5'.'i'll 
1 :!lli' 1 f.l(i!(,. v~l) 
1 S"-,. 9qC,), ('r'J 
CC, ~C~'T. (.1(..;) 

3~'•15S.e:= 
u:e, 277. o(;) 

107' 46!!.! 1 

__ ..,._.., ___ .... _.,..,., __ _ 
:360·7:! .49 
1~,:;~::..57 _.,..w,._.., ___ ...,. __ """' __ _ 

<!! 11 , 1::63' t.r.> 
41 di3~.'-t") 
145, 689. Of) 

PREPAID EXF'EN5E5 AND DEF'OSlT!Ii ! 

1S3,!<;7.cio8 
153.61?6.4! 
79, Clt,~J, 89) 

ACCOUNT& PAYAE<L.E 
CUSTOMER DEPOSITS ( 
ACC~WED EX~ENSES ( 
JNCOMI'i: TAXE:ii 

TOTAL ADlUiTMENTS 

NET CASH ~~OVID&D ~V O~ERATJNG ACTIVITIES 

1S4,9J.3,4? 
ea, ?e;a. o<:n 
:1'1 1 57S,69> 

?,627.00 

3Blih51e. te 

;.~ .. ·, .. , .. ,, ... · 
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QUALIFICATIONS OF MENKE & ASSOCIATES, INC. 
APPRAISAL SERVICES STAFF 

Eric M. Bramstedt 

Eric Bramstedt has over 25 yeal:'s expedence in the field of 
financial analysis, equity evaluations, secudties analysis and 
investment banking, He has prepal:'ed well over 200 business 
valuations on closely held companies for merger and acquisition, 
gift and estate taxes, Employee Stock ownership Plans (ESOPs), 
incentive stock option plans and others. These valuations have 
covered a broad industJ:y scope of closely held and public 
companies including several Fortune 1000 listings. Mr, Bramstedt 
possesses in-depth knowledge of ESOP functions and valuation 
through seven years of extensive e:M:perience with three leading 
ESOP design and valuation firms - Menke & Associates, Kelso & 
co. and Houlihan, Lokey, Howard & Zukin. 

Mr. Bramstedt holds a bachelors degree in Economics from Stanford 
University and is a Chartered Financial Analyst (CFA). !Us 
professional affiliations include membership in the Security 
Analysts of san Francisco, the Financial Analysts Federation, and 
the Valuation Roundtable of San Francisco. 

Bryant J. Brooks 

Bryant J, Brooks has an extensive background in corporate 
finance, venture capital, investment banking, and mergers and ac­
quisitions. Mr. Brooks was President of Bay Equities, a venture 
capital firm, from 1972 to 1974. From 1968 to 1972, Mr. Brooks 
was President of Boothe Computer Investment Corporation, also a 
venture capital firm. Prior to that, Mr. Brooks was Vice Presi­
dent and Treasurer of Continental Capital Corporation, a publicly 
held Small Business Investment Company. 

Since 1975, Mr. Brooks has prepared evaluation reports for a wide 
range of small and large companies. The clients represent a va­
riety of manufacturing, distribution and service organizations -­
including a number of high-technology companies. 

During 1982, Mr. Brooks served for nine months as pre-term 
President of a publicly held savings and loan holding company. 

Mr. Brooks also teaches graduate level finance courses at Golden 
Gate University in San Francisco. 

Mr. Brooks was graduated Phi Beta Kappa from Yale University in 
1950, receiving a B,A, degree in Economics. He received an 
M.B.A., with Distinction, from Harvard University in 1955. 
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Raymond G. Hogue 

Raymond G. Hogue has performed appraisals of privately held 
businesses on a full-time basis since 1982. Prior to 1982 
Mr. Hogue served as accounting and software manager for a 
contract software development company. Since 1982 Mr. Hogue has 
performed business appraisals for over 100 privately held com­
panies involved in manufacturing, distribution, retailing and 
service with sales ranging from $1 million to $80 million. He 
has prepared valuations for a variety of purposes including 
estate planning, Employee Stock Ownership Plan, stock option and 
stock bonus. Securities valued by Mr. Hogue include common 
stock, preferred stock, and convertible debt. 

Mr. Hogue graduated from San Jose State Oniversi ty in 1980, 
receiving ·a B.S. degree in finance. In addition, he was chosen 
as the outstanding graduate of the San Jose State University 
School of Business Class of 1980. Mr. Hogue is a director of the 
Business Valuation Roundtable of San Francisco. 

Robert M, Ireland 

Robert M. Ireland has an extensive background in securities 
valuation, corporate finance and venture capital. Prior to join­
ing Menke & Associates, Mr. Ireland was a Vice President and 
General Partner of Kelso & Company, Inc., an investment banking 
firm which specializes in Employee Stock Ownership Plan (ESOP) 
financing techniques. Mr. Ireland is an experienced professional 
in securities valuation, in the financial design of Employee 
Stock Ownership Plans (ESOPs), and in the planning, design, 
structuring and implementation of leveraged buyouts. 

Prior to his association with Menke & Associates and Kelso & 
Company, Mr. Ireland was a consultant to Transamerica Corporation 
and Memorex corporation in the areas of corporate finance and 
capital markets during their computer industry antitrust litiga­
tion. From 1970 to 1974, Mr. Ireland was a Security Analyst at 
BA Investment Management Corporation, a subsidiary of Bank of 
America NT&SA. He is a member of the Financial Analysts Federa­
tion, the Security Analysts of San Francisco, and the American 
Management Association. 

Mr. Ireland graduated from Stanford University with an A.B. in 
Economics in 1965. He received his M.B.A. in Finance from the 
University of California at Los Angeles in 1967, followed by two 
years of service in the O.S. Army as a Contracting Officer at the u.s. Army Electronics Command in Ft. Monmouth, New Jersey, and 
the Republic of Vietnam. · 
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David L. Klemm 

David L. Klemm has had extensive financial management and 
corporate finance experience with large and small firms. 

He has served as Vice President-Finance and Administration of 
Reserve Oil & Minerals Corp., an $80 million OTC company, as well 
as Vice President-Finance of Array Technology and Integrated CMOS 
Systems, Silicon Valley start-up companies. 

Earlier in his career he held corporate finance positions with 
LTV, Inc. of Dallas, Utah International, Inc. of San Francisco, 
and Triad Systems of Sunnyvale, California. Along with handling 
the various corporate finance tasks at these companies, he was 
involved in merger, acquisition and divestiture activities, 
including the valuation of acquisition candidates. 

Mr. Klemm received M.B.A. and J.D. degrees from the University of 
california at Berkeley. 

Everett A. Mathews 

Everett A, Mathews graduated from the University of California, 
Berkeley, with a B.S. degree in Finance. Prior to 1971 he was 
employed as a commercial loan officer by Security Pacific Nation­
al Bank in their San Francisco Main Office with responsibility 
for lending to businesses. Since 1971 he has specialized in 
financial analysis and the valuation of closely held businesses. 

John L. ScripJ2S 

John Scripps has 20 years of extensive experience in corporate 
financial and general management as well as business valuation. 

Following several years as a Systems Analyst in the Office of the 
Assistant Secretary of Defense for Systems Analysis in 
washington, D.C., he rejoined the private sector where he has 
served for almost 18 years as the chief financial officer of 
three private companies. In that capacity, Mr. Scripps has 
directed the financial affairs of manufacturing and service 
companies ranging in size from a venture capital-financed 
"startup" to an established 85 year-old company producing annual 
sales approximating $100 million. 

subsequently, Mr, Scripps has specialized in the valuation of 
closely-held businesses. He has prepared business valuations for 
a wide range of companies in manufacturing, service~ and distri­
bution industries nationwide. He has prepared valuations for a 
number of purposes, including gift taxes, estate taxes, employee 
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stock ownership plans, and for acquisitions and dispositions of controlling interests in companies. 

Mr. scripps holds an M.B.A. degree in Finance from the Stanford University Graduate School of Business Administration and a B.A. degree, also from Stanford University. 

Donald J. Tubb 

Donald J. Tubb has varied and extensive experience in general and financial management as well as in corporate finance and business valuation. Mr. Tubb is a retired Air Force officer with 22 years service as a pilot and operations/logistics manager. Subsequent­ly, as a Vice President in the Wells Fargo Bank Corporate Finance Department, he performed stock valuations and assisted in corpor­ate planning, mergers/acquisitions and private placements for bank customers. He has also served as CFO of a manufacturing company and formed his own consulting firm to provide valuation consulting and corporate planning services to corporate clients. 
Mr. Tubb received an M.B.A. degree in Finance in 1973 from the University of California at Berkeley and a B.A. in 1955 from Oklahoma State University. 
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TO THE SHAREHOLDERS OF UNIVAR CORPORATION 

H..t'Sii/t:i ~{Dp~~I'Aliml,l' 

l.Jniv.w ~~omplcwd a tt.:ord year on February 
28~ 1990, \\ith both sale,~ and i:;i).fflings hitting 
llCW highs. 

N1':t income for the final quat'ter ofthe H~l 
YC<\r W<lS 551417,000, or $0.31 per share, up 
from $4,649,000, Ol' $0.26 per share1 fOr the 
same ~!iod. itl chc priot ~· 

for the full yeat'1 ne~ hl~l)fnC ~chcd 

.$21,545,000, or $1.22 per $hare, on tta1es of 
$1,378,864,000. '!'he compornbl< ogu"" for 
the prior year were net income of$19,973,000, 
or $1.13 per share, on""" of$1,307,865,000. 
All p¢1' shm data hav<: been adjust:M to reflect a 
t:wO•fbr•one stock split paid in the form of~ 
l 00% stock dividend November 4, 1989, to 
shareholdet"'l orr<:~:otd October 161 1989. 

Our chemical distribution business hu been 
quite $table over dlc past year . .A.nrtual irtflation 
in U.S. pri~ ¢X{'N;riented by Van Watel1i & 
Rogers lm;:, ;;wei"'Og,cd only 1.6%1 with pru:c de· 
dines being d)e ~neml rule in the last four 
months of the yw. U.S . .U... volwm""" by 
6% to $1,182,352,000, :;a.od while we have seen 
(and forec:tSt) little: re~l growth in the U.S. 
econoMy) the busiru:ss is op:::rating at very s:tt:is­
fo~ctory levds. 

lJ1 Cuiada, V:an Watcn & Rogern Ltd, had 
iu $COOI1d-\::rc$t year. Sales volurru:1 in Canadian 
doUars, W..lS down by approximatdy LS%, pri­
marily a rQ~;ult of the tcrminatlon of (jliinc of 
high vOlume, low margin agriculmral dtemical 
products. 

We find thar me cht:mi~al di:stribution busl­
ne:t~, lx>::<lust it is OCl ~d throughout the 
economy, is an C'ltCCllent t:\lt'r(nt indicator of 

GNP. Givt>n this dose relarion5hip, it WdS not 
surprising to 5(:'(: l;nl5int$$ in Ct1l<'d<'l ;'ldV(.~Iy 
il.llC.:tcd by a delinite slowing ofbusine.-'\!1 acrlvicy 
in rhe ea.~lcrn provin(e:> in the last half of the: 

l"""'-
Our ChemCare'~ activiciC$ in tlw U.S., which 

constitute the oolleccion, or "revek'Soe <tl$tribu• 
cion,"~' of spc:nt chemicals genc::r.alcd by our cus• 
tomcn.;j experienced subsnmd~ growth durit~g 
the ~ar. Cht:mCare1 which provides a comprc:­
h¢.nsive. .service to &t waste generatol'!.l in lh¢ 
proper handling and d.ispos:ll <lf thcit Wil:st¢ in a 
h::~l, ertvirorum:ntally resporulblc:, and SO\fe 
mrumer1 i$ ~~~ a<:1.:tpted and is growing ln ac~ 
cordance v.it;h our proje<;tior'l.'i. 

White ChcmCare camin191 have been im­
p;li;(Cd I)'Vtl' the pa:!it y(lar by start-up and tl'ilin· 

ing ~:osu. we ami<:ipate that this unique: $Crvke 
to cb.::nll~ u!X:rS will continue to provide: a 
growing :md illCr<:asil>gly prolimble addition to 
our bwine:ss. Im:roduction of ChcmCart lnto 
Canada is ~ru;\y under study. 

AI the 6.:lli yw dose<!, we beglUl pilot ill­
stalla.tion of our new satellit(·li.rtlc(d U,S, com· 
pu~n-yrn:m dubbed "UVX lOI)(.JTM,"' Mer 
C(lfi'iJ.)Ic::tion of the pilot irntallacion and the no;· 
ess.;vy .adju~nts an inst:allation ofthi$ com· 
plexity alwayr; r~qu.ln:'.$, we anticipate insrallarion 
oflh< ')"t<rt> irt aU US. offi= by the spring of 
l99L 
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1he f.oct that we ~lave been able to sen= 
rwJid ear:ningll while abso.tbing tho additional 
cost loads necessary w retain OW' leadership po­
sition in sw;h =as sakty, envirorunc:ntal rc· 
sponsibility, and compliance with a highly com· 
pia and rapidly expanding regulatory system, is 
a tribute w the dedication and capability of 
Univar employees. Thcir contribution has been 
tho basi<: cause of OW' improving results. 

[);vidmtJ Declared 
At tho directors meeting on April 27, 1990, 

a regular quarterly dividend in tho amount of 
$0.075 per share was dcdared and was paid 
June: 5, }.990, w shareholders of record May 
14,1990. 

..... : .. ::.: 

.. ~. . . . 

Outloolt 
We sec no evidence ofsignifiant growth or 

deterioration in the economies of the U.S. attd 
Ciutada, and accordingly we do not expect ma­
jor changes in rates of operation during the up· 
coming &cal year. 

Changes in ow: profitability will primarily be 
the result of tho baJaru:e of increased cosrs (re· 
suiting from computer installations and in­
creased response costs related to regulato,ly 
changes) offi!et by impn;M;Ill<:ntli in efficiency 
that will come from broader use ofUVX 2000 
and the incrcascd quality of management infOr­
mation that the system will make: avallable. 

~=w~ 
Jama W. Bernard 
President and Chid'Executive Oflicer 

""· .. ;'·, :- ·. 
'(' 

·.: .. 
· .. 
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Unif111r Corportu;on iUUl SlllmJU.rieJ "' 

CONSOUDATED BAlANCE SHEETS Unaudited (See Notes) 

(In TbooslmJs) Feb. 2& 1990 Ptb. 2& 1989 

Asset9 

Current Assets $275,654 $259,655 

Relll Propenies Held for Sak iUUl Ltmg-urm Rtaivable! 29,682 33,671 

Property, PU.nt, and EJ]uipmentJ-ntt 162,443 135,321 

Other Assets 9,629 2,781 

$47714!)8 $431,428 

Uabllllles and Shareholders' EquHy 

Cu,.,..,;t ~ $203,714 $195,916 

Ltmg·tErlfl Debt 116,199 103,432 

lJefrrrtd Items 25,615 17,352 

Sharrholdtr:r' Etplity 131,880 114,728 
;·:: 

' . ;; ! ', 

. 
' 

.' ·'· ... $477,408 $431428 ~ ._; 

. 
.... 

' 

·'·. ... ·-~ .. 
.;,. ' .... 
1·· 

~-~. ,. ' '·· ·"'''''"' ····,·····"''"'"" "·' • ... ··-~---.. ,:,., .... ,._._,. . ... _,, 

•••'• .' .. I:· .. :::. 
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.r~ IJtM !irlllsUIUwies 

CONSOLIDATED STATEMENTS OF INCOME Unaudited (See Notes) 

111m Mmoths JlnMd Feb. 28 
r,.., &uUJ Feb. 28 

(In 1""-nM, """1' .rhM< IWR.) 

1990 l9B9 1990 1989 

S..kJ 

$317,267 $315,630 $1,378,864 $1,307,865 

Costo[.s..ks 

263,459 269,(JI)7 1,173,134 1,120,139 

Grosr Margin 

. 53,808 46,533 205,730 187,726 

GrosrM~n ~
· 

17.0% 14.7% 14.9% 14.4% 

()periJti'JQ. ~ 

42,576 37,803 158,662 145,560 

Inrorm from Opemtiom 
11,232 8,730 47,068 42,166 

Other Im:ume (Jlxpen!e): 

lnt<:rtst expense 

(2,984) (2,932) (13,109) (ll,443) 

Other income-net 

579 1~16 
2,073 3,134 

I"eorm Before
~ forT.-. 

8,827 7,014 36,032 33,857 

l"rwidon for T~~~J~tS., Jmume 
3410 2,365 14,487 13,884 

Net~ 

$ 5,417 $ 4,649 $ 21,545 $ 19,973 

Net Income per Share f 0.31 $ 0.26 $ 1.22 $ 1.13 

Weiqhud A».-- N,.mber u{SbiJm Outmo1Uli!!6. 1y1017ss 1716661328 17?281232 1716031420 

I 
Uni.,.,. Corpom#on aiUl !irlllsUiiariet 

PERCENTAGE CHANGES COMP~D
 wrni TilE SIMilAR PERIOD 

OF TilE P,RIOR YEAR 

' 
'I~m~AJ .. u. l!N.d 

y..,.f!N.d 

F<b.M IWO 

F<b.U, 1990 

Sales 

1% 
5'J(, 

Grosr Margin DDI/Jm 

16% 
10% 

()perm'in6 &pens.s 

13% 
9% 

Imome .forM~. Operfltitms 

29% 
12% 

Netlnrome 

!7% 
8% 

~ .. 

',·· '·· .· 

. ,. 

.· :" { 

:..:--:-~~).:.;·1~.-;
~·· ' : 't.' ··~··.~

·-.~ -.•:---:.- ·-~: "'"';:-;·- -· ... 

;··<.::' 

···-· ·-···~-· ... ~., .............. .,.
.. ... -

-.,• ....... , 

•: .. -· . 

. ,.···. 

··- .' ·:· 

~·. :: .: ; .. : ..... . ._ ... · ·. :,- ... ··~' ' .. , 
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u.;..,.~-~ 

CONSOUDA1'ED STATEMENTS OF CASH B.OWS Unaudited (S<< Nores) [~§ ~~ 
11= M-ENid M. 28 Tepl!NUdFeh. 28 ~~[ ~ 

(1•~) 1990 1989 1990 1989 "'> g ., 

Ot.ih Plo..l'nn>Uitt (Usetl) h] Of-#"8 Atli,;,u, 
~ ~ ttl .. 
:i: a~ 

Nctinl;o~ $ 5,417 s 4,<»9 $21,545 $ 19,973 " . 
~to rc:eoncik net~ tQ oet:caah 

00 

provided by~ O<tivitia: 

l)(preciat1on 2,839 3,186 14,383 13?88 

,Otl=--n<t 7,817 258 8,376 (36) 

Change in assm and liabililka, net of dfect of 
boOn""" ""lulled' 
~~ble (4,274) (7,635) (4,703) (:>2,601) 

l.nv<:ntorl<> 7,287 5,167 4,274 5,504 

A=un .. poyabl< 2,488 (1,602) 5,301 684 ... '• 

Other CUl'Talt ~t 2~04.1 (1,874) 757 1,174 

Other current liabilities---net (998) 3,175 6,2'}7 4,815 ., ... 

N« c..h Provided (U><d) !>J' Opo.rlng A<tiviti<> 22~17 5~:u 56£30 23,301 

CMb Flo.. PnwiM4 (Uitll) h]Io-mg~ 

Pmcccd> from .,.,_ 3,6:U (1,046) 4$77 2,748 

Poymont fa: purch= of"""""""" 1,21) (14,777) (938) (15,241) 

Additioos ro propcny, plmt, and equipn=t-oct (10,867) 5,041 (37,573) (9,563) 

A<quioition ofl>usinaoa (3,533) (16,959) (3,533) 

Cl'Antf: jn orhrr a8!Ct!l- net (3~) 96 603 305 

N« c..h Providcd (Uo:<l) !>J' 1nves1iiu< A<tiviri« (9,1!78) (14d19) (50£90) (25,284) 

Calh Flo.. PnwiM4 (Uit/l) h] p;"'"'""" Mti.W, 
Short·t=n~ (1,849) 6,954 (8,172) 17,651 

IJ=D;t of srod optioos (196) 44 78 liS 

I.one;·t<rm d<h< mrutred 35,000 20,000 

Rodoction oflong·'""" d<ht; (5,646) 5,210 (:>2,233) (31,918) . ·~· .. 
Poymont of dMdm<b (1,314) (873) (4,813) (3,051) 

N<t c..h J.>m.ld<d (Uo:<l) I')' FmanQna A<:lividco (9,005) 11,335 (140) 2;797 

Ntl CMb PnwiM4 (Uitll) 3,734 2,440 5,1!00 814 

c..h and .,..b o:quivokn .. at b<ginolng of oaiod 9,221 5,015 7,455 6,641 

CMb .... Calh !:f!!_-., 1't EM of.Pori.A $13,255 $ 7,455 $ 13,255 $ 7,455 

NOl'll-" 
I. 'JlE LifO memod cipril;iogil ..od. &lr~ 85"~tbc ~ ~- 'I'hc ~ dmrmimliol'l utadicr '!hi:. 

uro Jnl:dJQd 1r. ~ 111 !be cad« t:ad:a 6EII ym. 
2. ~ lharc-. ~»w: bHD.IUmed to~ 1. tw-~ 8IIDO;tplit pUd in the ronn of al~m:d. dMdcnd N<mmbe£4, 

1989, tQ~olrccord ~ 16.1989. 
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SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 · 

FORM 10-K 
Annual Report Pul'Suant to Section 13 or lS.(d) 

of the Securities Exchange Act of 1934 

For the year ended 
February 28, 1989 Commission file number 1-51158 

UNIVAR CORPORATION 
A Delaware 
Corporation 

801 Second Avenue 
1600 Norton Building 

Seattle, Washington 98104 
Telephone No. (206) 447-0911 

IRS Employer 
No. 91-0816142 

I 

Securities registered pul'Suant to Section ll! (h) of the Act: 

Titlo of Eooh cJ ... 

Common Stock, •. 33ll.i Par Value 

9'14% Subordinated Sinking Fund Debentures 

Nom• of Eooh Exchonp 
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New York Stock Exchange 
PIICilic Stock Exc!lange 
New York Stock Exchange 

Securities registered pul'Suant to Section 12 (g) of the Act: None 

Indicate by check mark whether the registrant (1) has Bled all reports required to be Bled by 
Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for 
such shorter period that the registrant was required to file such reports), and (2) has been subject to 
such· filing requirements for the past 90 days. 

Yes_!_ No 

The aggregate market value of the voting stock held by non-affiliates of the registrant at May 22, 
1989 wos approximately $14(1,700,000. 

On May 22, 1989, the registrant had outstanding 8,730,108 shares (excluding treaswy shares) of 
common stock of $.33'1.! par value, which Is the registrant's only class of common stock. 

Documents Incorporated by Reference 

· The Corporation's Annual Report to Shareholders for the llscal year ended· February 28, 1989 
(Item !-Industry Segments of Part l, Items 5, 6, 7, and 8 of Part II and Item 14 of Part lV) 

The Corporation's dellnitive Proxy Statement to be Sled pursuant to Regulation 14A under the 
Securities Exchange Act of 1934 (Item 10-Directors Only, and Items 11, 12(b), and 13 of Part ID) 
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ITEM l. BUSINESS 

The Company 

PART l 

Unlvar Corporation was Incorporated in September, 1966 to become the successor corporation in 
the merger of Van Waters & Rogers, Inc. and United Pacific Corporation, both. long established 
companies then doing business in the western United States and western Canada. For the fiscal year 
ended February 28, 1989, Univar Corporation (Univar, the Company, or the Corporation) and .its 
wholly-owned subsidiaries were Involved in the distribution of industrial and agricultural chemicals 
and related products. Van Waters & Rogers Inc. conducts its operations throughout the United States. 
Van Waters & Rogers Ltd. conducts its operations throughout Canada. 

As of March 1, 1984 the manufacturing divisions of Univar-Penick & Ford, Umited, and Great 
Western Malting Co.-were spun off to Univar shareholders as a new independent publicly-held 
company, under the name of PENWEST, LTD. The shares of PENWEST were distributed to Univar 
shareholders of record February 29, 1984, and trading in these shares subsequently began over-the­
counter. Information concerning this distribution is available in the Infonnation Statement Concerning 
the Distribution o£2,769,520 shares ofPENWEST, LTD. Common Stock by Univar Corporation, dated 
February 17. 1984. 

The businesses of Univar also formerly included the industrial distribution of laboratory equip­
ment and supplies, textiles and supplies, and electronic components. The divisions operating this 
buslness-VWR Scientific, VW&R Home Furnishings and Acacia-were separately incorporated and 
the shares of stock of their parent corporation, VWR Corporation, wore distributed to shareholders of 
Univar wbo were shareholders of record February 28, 1986. Information concerning this distribution is 
available In the Information Statement Concerning the Distribution of 5,601,730 shares of VWR 
Corporation Common Stock by Univar Corporation, dated January 31, 1986. 

Effective November 1, 1986 Univar acquired, through a transaction accounted for as a purchase, 
the net assets of McKesson Chemical Co. (MCC), one of the leading national distributors ofindustrlal 
chemicals. Concurrent with the acquisition, the assets of tbe former Van Waters & Rogers division in 
the U.S. were combined with the MCC operations and those activities are now carried on through a 
wholly-owned subsidiary, Van Waters & Rogers Inc. 

MCC had approdmately 1,400 employees and generated sales of appro<imately $604,000,000 in its 
most recent Bscal year prior to the acquisition, so its·acquisition represented an appro<imate doubling 
of Unlvar's business. 

The transaction was an extremely important one in the development of Univar-<ine which 
doubled the Corporation in size and has made it the largest Industrial chemical distributor in North 
America. 

Effective March 1, 1988 the Corporation introdu.ced a new hazardous waste management service 
in the U.S. called ChemCare-. ChemCare Is a new service that allows the Corporation to maximize the 
use of existing equipment. facilities and chemical handling knowledge by assisting customers in the 
responsible collection and disposition of their chemical waste streams. It is in .essence a reverse 
distribution process, developed In response to customer demand for help in coping with increasingly 
complex environmental regulations at the federal, state arid local levels. 

The Corporation does not, under ChemCare or any other program, actually dispose of chemical 
waste streams. The Corporation has contracted with EPA permitted hazardous waste disposal sites for 
that disposal, through incineration, recycling or other means. ChemCare Is a service providing its 
customers logistics management. temporary storage and access to various treatment and disposal 
technologies. 

Distribution is the process by which manufacturers, both large and and small. get their products to 
many end users in the most economical way. As a distributor of industrial and agricultural chemicals 

l 
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and related products, the Corporation's role Is to purchase chemicals from manufacture<> in truck, 
railcar, or tankcar quantities and sell them In smaller quantities to various customers. Univar adds value 
to its products through superior service, selection, and reliability. 

F'mancial Infmmation About Indmtry Segment. 

The Corporation operates principally In one market segment, chemical distribution, through two 
wholly-owned subsidiaries, Van Waters & Rogers Inc. in the United States and Van Waters & Rogers 
Ltd. in Canada. 

Foreign operations in Canada for each of the last three fiscal years are reported in the Univar 
Corporation 1989 Annual Report to Shareholders on page 32, under the caption of Note 13. Industry 
Segment Information is incorporated herein by reference. 

Raw Malerlals 

Numerous sources of supply generally exist for nearly all raw materials essential to the business. 

Patent., Trademark& and TradenarMIJ 

Univar and its subsidiaries own certain trademarks and tradenames. Other than its recently 8led 
ChemCare trademark, Unlvar does not regard patents or trademarks as being of material importance in 
its current operations. 

Seasonal BU8111U8 

No material portion of the continuing operations of the Corporation or its. subsidiaries is regarded 
as highly seasonal. 

l'rlnclpal Customers 

No segment of the continuing operations of the Corporation Is dependent upon a single customer 
or a few customers, the loss of any one or more of whom would have a material adverse effect on the 
segment. 

Competltioo Conditions 

In the distribution of chemicals and related products, Van Waters & Rogers Inc. and Van Waters & 
Rogers Ltd. compete with local, regional and national distributors, as well as manufactorers who sell 
direct. Although the acquisition of MCC established Unlvar as the largest Industrial cbemical 
distributor in North America. the Corporation faces significant competition from distributors who have 
a larger market share within local and regional markets as well as from other national distributors. 

&Beard. and Development 

As a distributor, Unlvar and its subsidiaries do not engage in research activities relating to the 
development of new products or the improvements of existing products. 

Enui1'0111116Rtal Regulation 

It is not anticipated that compliance with federal, state and local provisions relating to the 
protection of the environment will have a material adverse effect on capital expenditures, earnings or 
competitive position of the Corporation or its subsldlartes. 

Employ.., 

Two thousand seven hundred two persons were employed by Unlvar and Its subsidiaries as of 
February 28, 1989. 

Backlog 

No record of the backlog of orders is maintained. 
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ITEM ll. PROPERTIES 

The Corporation operates from approximately 130 facilities; 116 In the United States and 14 in 
Canada. with a total of approximately 4,000,000 square feet of combined office and warehouse space, 
(3,500,000 in the U.S. and 500,000 In Canada) of which 2,900,000 square feet is owned (66 facilities) 
and the remainder leased. 

Usted below are the principal plants and physical properties of the Corporation and its 
subsidiaries used In the wholesale distribution of industrial chemicals and/or pesticides. The Corpora­
tion believes its facilities are in good condition and adequate for its current operations. 

VAN WATERS & ROGERS INC. 
Nature oF Own~:nhie 

Bids- Arl!l8 Land Area &pia·•tion 
Location .l!!l:.!!:l. (Acres) Owned LcMcd Date of Lease 

Atlanta, GA .............................. 86,000 8.6 X 

Chicago, IL .............................. 
(Schaumburg) 

55,000 2.8 X 

Cleveland, OH ........................... 48,000 5.6 X 

Dallas, TX ............................... 133,000 9.8 X 
(Bekay Street) 

Denver, CO .............................. 69,000 4.9 X 

Grand Prairie, TX ......................... 49,000 5.0 X April1997 

Houston, TX ............................. 133,000 20.5 X 
(Brisbane Street) 

Indianapolis. IN .......................... 63,000 8.8 X 

Jacksonville, FL .......................... 49,000 1.8 X 

Kent, WA ................................ 132,000 11.7 X 

Los Angeles, CA .......................... 
(Bonnie Beach) 

156.000 9.4 X 

Los Angeles, CA .......................... 
(Jillson Street) 

140.000 7.0 X 

Omaha. NE .............................. 67,000 10.3 X 
(F Street) 

Phoenl~. AZ .............................. 66,000 10.0 X 

Portland, OR ............................. 95,000 9.5 X 
(NW Yeon Avenue) 

Salt Like City, UT ........................ 76,000 4.6 X 

San Jose, CA ............................. 186,000 14.6 X 

St. Paul, MN •••t 0 I +I+++ I I+ +I I I +++I • I 0 •••+ 88,000 9.0 X September 2002 

Spartanbuqt SC ...........•••..••........ 78,000 28.2 X 

Toledo, OH .............................. 48,000 9.4 X 
(Tracy Road) 
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Other Van Waters & Rogers Inc. properties (owned or leased), 
which consist mainly of industrial warehouses and related office space: 

Albany, NY 
Albuquerque, NM 
Altoona, PA 
Anchorage, AX 
Appleton, W1 
Augusta, GA 
Bakersfield, CA 
Beaumont, TX 
Bellevue, WA 
Bloomington, IL 
Boston, MA 
Bulfalo, NY 
Burlington, IA· 
Carlin, NV 
Casper, WY 
Charlotte, NC 
Chattanooga, TN 
Chicago Hts., IL 
Chippewa Falls, W1 
Cincinnati, OH 
Columbus, OH 
Corpus Christi, TX 
Dallas, TX 
Delray Beach, FL 
Detroit, MI 
El Paso, TX 
Eugene, OR 
Foir&eld, OH 
Farmington, NM 
Fayetteville, AR 
Fort Wayne, IN 

Fresno, CA 
Geismar, LA 
Glendale (Phoenix), AZ 
Grand Junction, CO 
Grand Rapids, MI 
Greensboro, NC 
Greenville, NC 
Harlingen, TX 
Harrisburg, PA 
Honolulu, HI 
Houston, TX 
Kansas City, MO 
ICingsport, TX 
Knoxville, TN 
Lafayette, LA 
Las Vegas, NV 
Little Roek, AR 
Longview, Til: 
Louisville, ICY 
Medley, FL 
Memphis, TN 
Miami, FL 
Milwaukee, W1 
Mobile, AL 
Nampa, ID 
N9Shville, TN 
New Orleans, LA 
New Rochelle, NY 
Oak Brook, IL 
Odessa, TX 
Oklahoma City, OK 

VAN WATERS 6: ROGERS LTD. 

~ 
Calgary, Alberta, Canada ................ .. 
Edmonton, Alberta. Canada ........••••.••. 
Lachine (Montreal), Quebec, Canada ...... . 
Richmond (Vancouver), British Columbia, 

Canada ............................... . 
Weston (Toronto). Ontlllio. Canada ....... . 
Valleylield. Quebec, Canada •••............ 

Bllfi,Anta 
(Sq. F!,) 

58,000 
58,000 
52.000 

93,000 
120,000 
80,000 

Lmd"""" 
(A ..... ) 

4.6 
3.6 
3.3 

8.7 
II.3 
23.9 

Omaha, NE 
Orlando, FL 
Oxnard, CA 
Pa.sco, WA 
Philadelphia, PA 
Pinehurst, ID 
Pittsburgh, PA 
Pocatello, ID 
Portland, OR 
Reno, NV 
Richmond, VA 
Riverside, CA 
Rock Springs, WY 
Sacramento, CA 
San Antonio, Til: 
San Diego, CA 
Seattle, WA 
Sioux City, lA 
South Bend, IN 
Spokane, WA 
Spring6eld, MO 
St. Louis, MO 
Tampa,FL 
Tampa (PCS), FL 
Toledo, OH 
Tucson, AZ 
Tulsa, OK 
Wichita (Mead), KS 
Wichita (Mosley), KS 
Williston, ND 
Woodbridge, NJ 

Nato"' of Ownership 
Expiration 

~ ~ DobO ofr-

X 
X 
X 

X 
X 
X 

Other VIlli Waters &: Rugen Ltd. properties in Canada (owned or leased), 
which consist mainly of indwtrial wareho1111es IUid related office space: 

Abbotsford, British Columbia 
ICelowna, British Columbia 

London, Ontario 
Red Deer, Alberta 

Saskatoon, Saskatchewan 
Regina, Saskatchewan 

Windsor. Ontario 
Winnipeg, Manitoba 
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EXECUUVE OFFlCERS OF 1HE REGISTRANT 

Name 

James H. Wi~(1) ................. . 
Chilinnan a.nd Chief Strategist 
Diredot 

james W, Bornord ................. , .. 
Pr .. ident and Chief 

Executive Officer 
Director. 

N. Stewart Rogers(!) ................ . 
Senior Vice ftosident · 

Bevan A. Cates ...................... . 
Senior Vice President1 

Sale$, Marketing and 
Material Management 

Dick A.. Davis ...... , , . , , , ........... . 
Senior Vice President, Operations 

)QDl$0 L. Fletcher .................... . 
Senior Vice Pn:siden~ Environmental 

and Corporate AJI'airs 
Nioolaas Samsom .................... . 

Senior Vic. Pre&ldent. 
Finance and Admiidstration 

Albert C. M<lNeight ......... , ........ . 
Vice President 
President, Van Watero & Rogors Ltd. 

David C. Gentry ............. ,' ....... . 
Vicl!t l>restdent1 Human Resource$ 

!larry C. Maulding ................... . 
Corporato Secrotary lllld Director, 

Legal Services 

Cary E. Pruitt ....................... . 
Viet: Pre.&ident, Treasurer and 

AMista.nt Secretary 

Guenter Zirotnl!tr ... , , ............•.... 
Viee Pre:siden~ EngineeriPg 

David E. Ol•on ...................... . 
Assistant Tre9Surer 

51 

59 

49 

50 

45 

57 

39 

00 

BMio!IB! L:pericoce Put Fiv. Ycani (t} 

Chaim~an and Chief Strategist oC ~tnmt 
Chairman and Chlef Executive Officer 

of Reglotrant · 
Pre&ldent and Chlef E>ecutive Officer 

of Registrant 
President l!lld Chief E<ecutlve Officer 

of Registrant 
President and Chief Operotlng Ollleet 

of Regiotrant 
Executive Vice President of Registrant 

Senior Vice President of Rll!gilrttant 

Senior Vice Pr<o.id$nt of Registrant 
Region~ Vi~e Prendent, Western Region, 

V$1'1 Waters & Rogers Inc. 
Senior Vice President~ Los Angeles 

Area Office, Van Waters&: Rogers 
Division of RegistraDt 

Vice l'r<Jsldent ruid Area· Manager. 
H01dton Office, Van Watol'f &: Rog~r< 
Divi&ion of RegiotraDt 

Senior Vice Preoid•nt of Registrant 
Vice Preilid<nt of Reglstiant 
Vice ProJsldent, Operations and Materials 

Management, MclCeswn Chemical Co. 

Senior Vice President of Registrant 
Partner, Shilder McBroom Gates & Lu""" 

(attorney• at law) 
Senior Vi"" Prosldent of Registrant 
Vice Pr<o.id<nt of Registrant 
Vice President Administration and 

Treasurer, Van Wat$rs II: Rogers Ltd. 

Vice President of Registrant 
President, Van Waters&: Rogers Ltd. 
Exeeutlve Vice President, 

Van Waters & Rogers Ltd. 
Vice President, Sales and MorkO!!tinc, 

Van Watm &: Rogers Ltd. 
Viee President of RegistraDt 
Vice President Human R$sources, . 

Van Waters &: Roge,.. Division of Registrant 
Personnel Mall$ller, Van Waters&: Rogers 

Division of Registrant 

Corporate Secretary of Reglslrant 
Director, Legal Services ofRegiotrant 
G;,MroJ Counsel and Allsistant Secrt:tary, 

AI .. ka Airlines, Inc, 
Vico Pr~&ldcnt and Treasurer of ltegistnmt 
Treasurer of Registrant 
Assistant Tre1m.1r$r' of Registrant 

Vico Pn:sident of Registrant 
Directort Corporate Engin~ring 

of Registrant 
Assistant Treasurer of Registrant 
Viee President Finance and Controller, 

Wall Data, Inc. 

Pohtiorm 
Hold 

1986-
1983-1986 

1966-1983 

1986-

1986-1986 

1983-1986 
1971-

1989-
1987-1969 

1982-1984 

1989-
1986-1989 
1983-1986 

1989-
1981-1989 

1989-
1987-1989 
1973-1987 

1985-
1985-
1984-1986 

1974-1984 

1986-
1984-1986 

1973-1984 

1986-
1984-
197l).l984 

1989-
1987-1989 
1981-1987 
1984-
1973-11184 

1987-
1983-1987 

(1) Family Relotionsh;ps, RobertS. Rog=, a Director, is the brother ofN. Stewart Rogers. RobertS. Rogers and 
N. Stewart Roget~ are brothel's~in-law of James H. Wilxug. 

(2} No arrangement or understanding exists betweeP any officer and any other person pursuant to which he wU 
selected as an officer. 
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ITEM 3. LECAL PROCEEDINGS 

The Corporation is involved in various contractual, warranty and public liability cases and claims which are considered nonnal to tbe Corporation's business. The liabilities for injuries ·to persons or property are generally covered by liability insurance and the deductible portion of the liabilities, where applicable, have been accrued in the Corporation's financial statements. 

Univar and related entities have been named as "potentially responsible parties" relative to cleanup costs associated with twenty-one separate waste disposal or waste recycling sites which are 
the subject of separate investigations or proceedings concerning alleged soil and/ or groundwater pollution. On many of these sites the Corporation could technically be liable for the total costs of 
cleanup under the principle of joint and several liability. However, with respect to each site numerous other companies are similarly identifled, and as a practical matter most of them will share in the clean 
up costs. In all of these cases, the Corporation is a "small generator" In that the Corporation's volume of waste delivered to the disposal sites represents less than 2% of the total wastes at each site. 

Eleven sites owned or formerly owned by the Corporation and one leased site are the subject of separate government proceedings or investigations concerning alleged soil and/or groundwater contamination. With respect to twe)ve other environmental matters, tho Corporation bas been or in 
the future. may be asked to contribute to the costs of cleanup. 

While the results of the proceedings and claims against the Corporation are not presently determinable, based upon the infonnation presently available, management believes that the amount 
of losses that might be sustained from these cases is not likely to materially affect the Corporation's financial position or operations in the future. 

The Corporation believes it is not practical to purchase broad-based liability coverage for environmental contamination. It has. however, purchased substantial amounts of insurance in excess of 
a deductible, for certain named environmental perils. and has provided reserves to cover estimated remedial costs. At February 1989 and 1966 the Corporation had reserves for environmental matters of approximately $9,700,000 and ,11,300,000, respectively. 

As an industrial chemical distributor and handler of hazardous and potentially hazardous waste 
materials. compliance with environmental laws will continue to impact the Corporation's operations. 
For the years 1989 and 1988, the Corporation. spent approximately $2,600,000 and $1,600,000, respec­
tively, relating to environmental matters for elective actions and to comply with federal. state, or local 
environmental regulations. 

The Corporation had Initiated an arbitration proceeding regarding the final November 1, 1986 
purchase price for the net assets of M~Kesson Chemical Co. During the year a favorable arbitration award was received and a final settlement made. Under the tenns of the settlement, McKesson Corporation agreed to adjust the purchase price of the net assets of McKesson Chemical Co.. by $8,650,000. This reduced the cash portion of the p"rchase price of McKesson Chemical Co. from $76.221.000 (as previously reported by the Registrant In it• Form 8-K Current Report dated Novem­ber 14, 1986) to $67,571,000. The adjustment included $4,614,000 which had previously been recorded by the Registrant (See Form 8 amendment to Fonn 8-K dated January 13, 1987). 

ITEM 4. SUBMISSION OF MATIERS TO A VOTE OF SECURITY HOLDERS 

None during the fourth quarter of the fiscal year covered by this report. 
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PART II 

ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY AND RELATED STOCK­

HOLDER MATTERS 

Pages 15 and 36 of the Univar C01:poration Annual Report to Shareholders for the year ended 

February 28, 1989 are iru:orporated herein by reference. 

Security Holder. 

AI; of February 28, 1989, there were approximately 2,300 shareholders of record. 

Page 16 of the Unlvar Corporation Annual Repnrt to Shareholders fur the year ended February 28, 

1989 Is incorporated herein by reference. 

ITEM 6- SELECTED FlNANClAL DATA 

Page 34 of the Unlvar Corporation Annual Report to Shareholders for the year ended February 28, 

1989 is in()()rporated herein hY. reference. 

ITEM 1. MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 

RESULTS OF OPERATIONS . 

Liquidity, Caplt41 ~ and &rulto of Op;orallon8 

Pages 4 through 16 of the Univar Corporation Annualllepnrt to Shareholders for the year ended 

February 28, 1989 are incorporated herein by reference. 

ITEM 8. FINANCIAL STATEMENTS AND SUpPLEMENTARY DATA 

Pages 18 through 34 of the Unlvar Corporation Annual Report to Shareholders for the year ended 

February 28, 1989 are incorporated herein by reference. 

Page 25, Note 4 of the Univar Corporation Annual Repnrt to Shareholders for the year ended 

February 28, 1989 is incorporated herein by reference. . 

ITEM 9. DISAGREEMENTS ON ACCOUNTING AND FlNANCIAL DISCLOSURE 

None. 
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PARTW 

ITEM 10. DIRECTORS AND EXECUI'IVE OFFICERS OF REGISTRANT 

Identification of Direct<>rs, Identificotion of E>ecutive Officers, BusiMs• Erporimce and Family 
Relationships ' · 

The information reqnired of directors of the Corporation by this item is incorporated by reference 
to the Corporation's deflnitive Proxy Statement which the Corporation will have flied with the 
Commission pursuant to Regulation 14A within 120 days after the close of the fiscal year. 

The information required of executive officers of the Corporation by this item is included in Part I 
of this Form 10-K. ' 

ITEM II. EXECUI'IVE COMPENSATION 

CIJ/lh Compensation, Bon""" and Dtforred Campensalion, Compensation Pursuant to Plans, Pennon 
Table, and Stock Option Plans 

The information required by this item is incorporated by reference to the Corporation's definitive 
Proxy Statement which the Corporation will have filed with the Commission pursuant to Regulation 
14A within 120 days after the close of the fiscal year. 

ITEM 12. SECURITY OWNERSIDP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT 

Security Ownership of Certain Bene/iclal Own..rs, Security Ownership of Manai:ement, and Changos 
in Control 

The information required by Item 12 Is Incorporated by reference to the Corporation's definitive 
Proxy Statement which the Corporation will have flied with the Commission pursuant to Regulation 
14A within 120 days after the close of the £!seal year. 

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS 

TmMactions with Management and Related TraR8actlons, Certain Busl11688 RelaliOMhips arullrulebt­
edne•• of M<lll<lg6tM1It 

The information required by Item 13 is incorporated by reference to the Corporation's definitive 
Proxy Statement which the Corporation will have filed with the Commission pursuant to Regulation 
14A within 120 days after the close of the fiscal year. 
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PART IV 

ITEM 14. EXHIBITS, FINANOAL STATEMENT SCHEDULE'S AND REPORTS ON FORM 8-K 

· (a) (I) Financial Statements 

As noted in Part II, Item 8, the following financial statements have been incorporated by 
reference from the Corporation's Annual Report to Shareholders for the year ended Febru­
ary 28, 1989. 

Aonual 
llepott 
~ 

Consolidated Statements oflncome ............................. , 18 
Consolidated Statements of Cash Flows.. . . .. . . . . .. .. . . . . . . .. .. . .. 19 
Consolidated Balance Sheets . . . . . .. .. .. • . .. • .. . . . .. . . .. .. .. . .. .. 20-21 
Consolidated Statements of Shareholders' Equity . • • . . . . . • . . . . . . . . . 22 
Notes to Consolidated Financial Statements...... . . . . . . . . . . . . . . . . . 23-32 
Report of Independent Public Accountants . . . . . . . . . . . .. . . . . . . . . . . . 33 

(Z) Financial Statement Schedules 

(a) Selected Quarterly Financial Data (Unaudited) Is incorporated he...,in by reference 
from the Corporation's Annual Report to Shareholders for the year ended February 28, 1989. 
This data is shown In Note 4 on page 25 of the Annual Report. 

(h) The following financial schedules are submitted herewith. All other financial sched­
ules are either not applicable or are fully disclosed in the applicable section of the 
Corporation's Annual Report to Shareholders: 

Report of Ind.,pendent Public Accountants-Arthur Andersen 6< Co. 
dated April21, 1989. 

Auditors' Report-Touche Ross 6< Co. dated April 7, 1989. 
Schedule 11-Contracts Receivable From Related Parties and Employees 
Schedule V-Property, Plant and Equipment · 
Schedule VI-Accumulated Depreciation and Amortization of Property, 

Plant and Equipment . 
Schedule VIII-Valuation and Qualifying Accounts 
Schedule IX-Short-Term Borrowings 

(b) Reports on Form 8-K 

There have been no reports on Form 8-K &led, or required to be filed, during the fourth 
quarter of the year. 

(c) Exhibits 

Exhibits Identified In parentheses below, on file with the Securities and Exchange 
Commission, are Incorporated herein by reference as exhibits hereto. 

Ezhllrit 
~ Description 

3.1 

3.2 
(4) 

(10.1) 

Restated C..rti&cate of Incorporation of the Registrant, as amended August 21, 
1987. 
By-laws of the Registrant, as amended April 29, 1988. 
Indenture Agreement between The Bank of California, N.A .. and Unlvar 
Corporation (filed with Registration Statement on Form T-3, File No. 22-7691). 
Univar Corporation 1979 E>:ecutive Stock Purchase Agreement, as amended 
(6\ed with Registration Statement on Form S-3, File No. 33..3933). 
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El<hlbit 
NumlN,r 

(10.2) 

(10.3) 

(10.4) 

(10.5) 

(10.6) 

(10.7) 

(10.8) 

(10.9) 

(10.10) 

(10.11) 

10.12 
10.13 

10.14 

10.15 

13 

22 
24.1 
24.2 
25 
28.1 
28.2 
28.3 

28.4 

De&criptioo 

1981 Stock Option Plan (flied with Registration Statement on Form S-8, File 
No. 2-98329). 
Agreement and Plan of Distribution. between Univar Corporation and 
PENWEST, LTD. for operations spun-off to shareholders ofUnivar Corporation 
common stock as of March 1, 1984 (filed as exhibit 28.3 to Form 8-K dated 
March 1. 1984, File No. 1-5858). 
Agreement and Plan of Distribution between Univar Corporation and VWR 
Corporation, for operations spun-off to shareholders of Univar Corporation 
common stock as of March 1, 1986 (flied as exhibit 28.1 to Form 8-K dated 
March 1, 1986, File No. 1-5856). 
Unlvar Corporation 1986 Long-Term Incentive Stock Plan (flied with Registra­
tion Statement on Form S-8, File No. 33-08523). 
Agreement for Exchange of Capital Stock, dated as of September 19, 1986 (filed 
as exhibit 2(i) to Form 8-K dated November I, 1986, File No. 0-2754). 
Asset Purchase and Sale Agreement, dated as of September 19, 1986 (liled as 
exhibit 2(11) to Form 8-K dated November 1, 1986, File No. 0-2754). 
First Amendment to Asset Purchase and Sale Agreement, dated as of Octo­
ber 21, 1986 (filed as exhibit 2(iii) to Form 8-K dated November 1, 1986, File 
No. 0-2754). 
Addendum to Asset Purchase and Sale Agreement, dated as of October 31, 1986 
(filed as exhibit 2(iv) to Form 8-K dated November 1, 1986, File No. 0-2754). 
Standstill Agreement, dated as of September 19, 1986 (llled as exhibit 4(i) to 
Form 8-K dated November 1, 1986, File No. 0-2754). 
Shareholder Agreements relating to change of coptrol of the Corporation with 
Messrs. James W. Bernard: Richard E. Eogebrecbt; M. M. Harris; Curtis P. 
Lindley: N. Stewart Rogers; Nat S. Rogers; Robert S. Rogers; and James H. 
Wiborg, dated as of September 19,1986 (filed as exhibit 4(11) to Form 8-K dated 
November 1, 1986, File No. 0-2754). 
Univar Corporation Supplemental Benefits Plan, dated July 9, 1985. 
Agreements relating to compensation In the event of a change in control of the 
Corporation between tbe Corporation and Messrs. }ames W, Bernard; 
N. Stewart Rogers; Albert C. McNeight; and Robert A. Steinseifer, dated as of 
March 1, 1986: In addition the Corporation has substantially the same agree­
ment with James L. F1etcber, dated as of May 1, 1989. 
Consulting Services Agreem~ot between the Corporation and Mr. James H. 
Wiborg, dated as of March 1, 1986. 
Retirement Agreement and Noncompetitlon Agreement between Univar Cor­
poration and Robert A. Steinselfer, as of March 1, 1988. 
1989 Annual Report to Shareholders of Univar Corporation (not to be deemed 
"flied" except with regard to specific sections which bave been expressly 
incorporated herein by reference). 
Subsidiaries of Registrant. 
Consent oflndepeodent Public Accountants-Artbur.Andersen &: Co. 
Consent of lnd<!pendent Pubhc Accountants-Touche Ross &: Co. 
Power of Attorney. 
Undertakings, 
Form 11-K Annual Report for tbe Unlvar Corporation Stock Purchase Plan. 
Form 11-K Annual Report for the Univar C<>rporatlon Uni$aver Tax Savings 
Investment Plan. 
Form 11-K Annual Report for the Van Waters & Rogers Ltd./Univar Corpora­
tion Stock Purchase Plan. 
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SlGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the 

registrant has duly caused this report to· be signed on its behalf by the undersigned, thereunto duly 

authorized. 

UNIV All CORPORATION 

lAMES W. BERNARD 
Jamss W. Bernll'd 

President ai\CI Chief L~tive o«icer 

Date: May 22, 1989 (PriocipaiE.ocutivo Oftloor) 

Pursuant to the requirements of the Securities and Exchange Act of 1934, this report has been 

signed below by the following persons on behalf of the registrant in the capacities and on the dates 

indicated. 

Date: May l\1!, 1989 

Date: May 22, 1989 

DlBECTORS: 

JAMES W. BERNARD 
H.P.H.CRIJNS 
RICHARD E. ENGEBRECHT 
MARK W, HOOPER 
CURTIS P. UNDLEY 
ROBERT S. ROGERS 
ANDREW V. SMITH 
WIUJAM K. STREET 
NICO VAN DER VORM 
G. VERHAGEN 
JAMES H. WlBORG 
LOWRY WYA'IT 

By: BARRY C. MAULDING 
!lorry C. Maulding. Attomey-io-ll'acl 

Power of Attomoy doled lolay 3, 1989 

Date: May 22, 1989 
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NICOLAA:S SAMSOM 

Senior Vice Presldent­
Finanee and Administta.tion 
(Principal l'ln.,.ial om .... ) 

GARY E. PRUITT 
Gary E. l'l'uitt 

V'lce President and "rre~\ltet 
(l'rln<:lpal Accountlng Oftl""') 
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 

To Univar Corporation: 

We have audited in accordance with generally accepted auditing standards, the consolidated financial' statements included in Univar Corporation's annual report to shareholders incorporated by reference in this Form 10-K, and have Issued our report thereon dated April 21, 1989. Our audit was made for the purpose offorming an opinion on those statements taken as a whole. The schedules listed in the accompanying index are presented for purposes of complying with the Securities and Exchange. Commission's rules and are not part of the basic financial statements. We did not audit the financial statements of the Corporation's wholly-owned Canadian subsidiary, which statements reHect total assets and total revenues constituting approximately 15% of the related consolidat.ed totals. Those statements were audited by other auditors whose reports thereon have been furnished to us and our opinion, insofar as it relates to the amounts included for the subsidiary, is based wlely on the reports of the other auditors. The supplemental schedules have been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, based on our audits and the reports of other auditors referred to above, fairly state in all material respects the financial data required to be set forth therein in relation to the basic financial statements taken as a whole. 

Seattle, Washington, 
April 21, 1989. 

The Shareholder, 
Van Waters & Rogers Ltd. 

ARTHUR ANDERSEN & CO. 

AUDITORS' REPORT 

We have examined the consolidated balance sheets of Van Waters & Rogers Ltd. as of Febru­ary 28, 1989 and February 29, 1988, and the related consolidated statements of income and retained earnings and changes ln financial position for the years then ended. Our examinations were made in accordance with generally accepted auditing standards and, accordingly, included such tests of the accounting records and such other auditing procedures as we considered necessary in the circumstances. 

In our opinion, the consolidated financial statements referred to above present fairly the financial position of the Company as at February 28,1989 and February 29, 1988 and the results ofits operations and the changes in fts financial position for the years then ,ended~ in accordance with generally accepted accounting principles applied on a consistent basis. 

Vancouver, Canada 
April 7, 1989. 
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TOUCHE ROSS & CO. 
Chartered Accountants 
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SCHEDULE II 

CONTRACTS RECEIVABLE FROM RELATED PARTIES AND EMPLOYEES 

UNIVAR CORPORATION AND SUBSIDIARIES 

.......... ......_ .. ......... .. 
FM.rbary 111:1 191!1'1 i'llbfV.A~ 19. 1988 F.bftW'J' ~ 1989 

Dmerlptloo 11111;1 N.me ~ Noat!brYnt Acld.lttoas !!l!!!!!!!! ~ Noncu!Teftt Addl .... Paymenr. Curnn.t Nlii'ICin'I'eol 

Emplo)'ee Sto.::k Purchase Plan-
Cont:rad:!l recelvablt~, P'-Y~le quarterly 

Ovet tbtee >"'"' through 1982 ...J 
~en annual tml:llllmenU: th~er, 
comrnenefn.g In 1984; tntetest ~t" 
~eCUud by rtock of th!, Corpontion: 
Jam., H. Wibot; • . . • • . • . • • . . . • • • • . f 46.250 fl38,750 ' • ( 46.~) • 46.250 ' 911,500 ' ' ( 46,J50) ' 46,J50 • 46,250 
IUehard E. En~bre(!ht , , , , , .... , ... 27,750 83.250 (27.750) 27,750 55,:;oo (21.7150) 27,750 27.750 
CQ~ f. Undley .................. 27,750 83,250 (21,750) 27,750 55,500 (21,750) 27,750 21,750 
N. Stewart l\ogen .. _ . , , ... , , ...... 24,0!10 72,1SO (24,050) 24,050 411,100 (24,050) 24,050 24,0!10 
Robert A. SteiNeifet ............... 12,950 38,850 !12.950) 12,950 ll5,900 (12,950) 12,950 12,950 

$138,750 f416,!50 • $(138,750) $138,750 f217,500 • .(138,750) $138,750 $138.750 

Employee Stoc::k PurchaAt Plan~ 
C;mtra(t' ~lvablll!, "p..)'Jble quarterl>' 

over three yean: through 1988 and 
teven. ~tDnual lnsli.II~ntl thefe*f'ter, 
commencing in 1989; Intend at K 
.secured by -'toek of the Corporation: 
)erruld B. H.rno .. .. .. .. .. .. .. .. .. • $ 33.120 $101,840 • • - • 33,120 $101,840 • $(105.321) ' 29,839 • Robert A, StelnseiEel" ..•••..•••••••• 9,oot; 69,55\l (111,<88) 

• 43.056 $111,392 • • (79,<188) • 33,120 1101,840 ' $(105.321) • 29.639 • 
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SCHJIDULEV 

PROPERTY, PLANT AND EQUIPMENT 

UNIVAll CORPORATION AND SUBSIDIARIES 
(Thousands of Dollars) 

Addltlo .. Olbor~Add 
JJoloa.., .. Assets of ~Dedoot) l"lbo 

s:tnnlnJ Additions Com'::J Translation 

Clautbtion Y<ar aiC..t Acgu B8tin:menb ~ Other 

Year ended February 28, 1989, 
Llnd . . . . .. . . . . . .. .. • . . . . . . . . . . . $ l4,966 ' 1,417 • $ (513) $ lOl $ (7ll)(4) 

Buildings .............. , ......... 50,824 1,285 (194) 373 1.500 (2) 

Balance 
•tEnd 
of Year 

• 15,260 
53,788 

Equipment ...................... 188.377 8,414 104 (1,299) 482 (10,833)(U) 105,245 

Lea.ed property under 
""!lil$lleases .................. 7,493 

Construction in progress . , ... , .... 3,299 20,398 
$lS.,9/i9 $31,514 

= 
Year ended February 119, 1988: 

Llnd .......... " " ............. ' 14,146 $ 
Buildings ............ , .......... 52,528 670 
Equipm$nt ........... , ......... 83,113 13,856 
Lea.ed property under 

capil$lle$$0$ .................. 7,493 
ConstructiO(l in progress . .•.. , , ... 8.091 4,236 

U65,431 $18.762 

Year ended February 28, 1987: 
I..and .•...............••.•••.... $ 7,392 • Buildings ........................ 50,724 434 
E:c;tuipment ........... , , , ........ 
Lea.od prop<~>tty under 

37,000 6,288 

capital leue$ .................. 3,989 
Construction in progress . , ........ 1,553 iS,995. 

' 80,6/lll $12,7ll7 

(1) Foreign currency translation adju~rtments. 
(2) Transfer fr1>m construction in progress. 

( 3) ReciiiS!IiJication from other asset accounts. 

(l.058) 123 (4) 
!14.876) 

• 104 $(3,004) $ 956 $(24,797) (4) 
-.,.-

$ ' (107) $ 9S • 832 (2) 

- 408 (2,782)(2) 
97 (253) 513 10,991 (2) 

• 97 
= 

$ (360) $l.oi6 

• 6,929 • (276) • 101 $ 
21,010 (107) 434 33 (2) 
40,634 (1,692) 539 394 (2) 

3,504 
__l!1l! 
!73,047 $1 0074 

( 4) Redassillcation to other asset accounts, including approximately $17,027 to investments. 

6,558 
8821 

$189,67~ 

* 14,988 
50,824 

188,377 

7,493 
3,299 

$1S.,959 

• 14,146 
52,528 
83,173 

(5) The annual provaions for depreciation have been computed ptlncipally in accordance with the 

following depreciable lives: 

Buildings, ................................... 10·50 Years 
Equipment . . . . . . . . . .. . . .. . .. .. .. . .. . . . .. . . . . 3-4() Years 
Leased property under capital leases ......• , • . . Lesser of asset or lease life 

14 
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SCHEDULE VI 

ACCUMULATED DEPRECIATION AND AMORTIZATION OF 
PROPERTY, PLANT AND EQUIPMENT 

UNIVAR CORPORATION AND SUBSIDIARIES 
(ThoUSIIDds of Dollars) 

Othor <::honpo--
Add (n.duct)-

Balante at AdditiOJII' n.-1be 
a:r~~~·ht;c Char;ed to -r-olallon 

Claal8catlon Y .. r ~ Betirem~u ~ Othor 

Year ended February 28, 1989: 
Bulldings,,,, .... , .................. '9,322 • 1,597 • (110) !117 • 742 (2) 
Equipment, ........................ 32,196 11,925 (556) 279 (3,832) (2) 

Boluee 
at End 
ofYoar 

!ll.668 
.0,012 

Leased property under capitol le~ , . 1,188 286 ~) 1,666 (2) 2,671 
f42.706 !13,788 $(1.115) !396 f(l,424)(2) !54,351 

Year ended February 29, 1988: 
Buildings ........................... • 7,360 • 1,841 • $121 $ ' 9,322 Equipment ......................... 20,.S78 11,541 (218) 295 32,196 
Leased property under capitol leases .. 877 311 1,188 

!28,815 $13,693 $ (218) $416 ' $42,706 

Year ended February 28, 1987: 
Buildings ....... , ................... • 6,120 • 1,212 $ (84) $112 • $ 7,380 
Equipment ..... _ , ••................ 14,5.50 6,7:SO (1,003) 281 20,578 
Leased property under capitol leases .. 655 222 877 

!21,32.5 • 8,184 $(1,087) $393 • $28,815 

(1) Foreign currency translation a.\;ustments. 
(2) Reclassi6.cation to/from other asset accounts, principally investments. 

15 
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SCHEDULE VUI 

VALUATION AND QUALIF11NG ACCOUNTS 

UNIVAR COlll"ORATION AND SUBSIDIARIES 
(Thousands of Dollan) 

Aclditioftl 
llaJ.!UUlll at Cb ....... IO 
B::f••IDS Cosb and 

ne.onption ·~ ·E-

Allowance for losses on receivables 
for the yelll' ended• 

February. 28, 1989 ......... , .......... $1,177 $1,040 

February 29, 1988 .................... $1,586 
~ 

$1,570 

February 28, 1987 .................... $1,200 $1,302 
~ 

(1) Reserves acquired in McKesson Chemical Co. acquisition. 
(2) Uncollectible accounts written off, net of recoveries. 

l6 

~: 
~ 

$-= 
$-
= 
$561(1) 

~~o~o .... 
Ol End 

Deduction• !!.!.!!!!: 

$(1,001)(2) $1,816 

$(1,319) (2) $1,117 

$(1,417) (2) !1.;!1!6 
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SCHEDULE IX 

SHORT-TERM BORROWINGS 

UNIVAR CORPORATION AND SUBSIDIARIES 
(Thousands of Dollars) 

Maximum Average Wolpoted 
Wolpted Amot.nt AmOUDt lllt::t.te A- Oubtandinc Outstandi~ 

Bala.a(!e •t ln....,. l)uring the Durin& the D · the 
· Dcsc:ription End of Year Rato Yoar Y..,.(3)' Y.:l4) 

Year ended February 28, 1989: 
Payable I<> Banks(1) ............ $11,500 10.5% $28,000 $12,475 9.0% = 
Commercial Paper(2) ........... $25,000 10.0% $25,000 $25,000 9.3% 

Year ended February 29, 1988< 
Payable to Banks(1) .........•.. $ 2,500 7.3% $21,500 $ 8,297 7.6% 

Commercial Paper(2) ...•....... $25,000 7.4% $25,000 $25,000 7.7% 

Year ended Febri.Iary 28, 1987: 
Payable to Banks(l) ......... , ... $ 6,000 7.2% $15,200 ' 6,450 6.3% 

Commercial Paper(2) ........... $25,000 6.5% $25,000 $25,000 6.7% 

( 1) Notes payable to banks represent borrowings under line of credit borrowing arrangements which 
have no termination date but are reviewed annually for. renewal. 

(2) Commercial pa.per generally matures 30-60 days from date of_.i.ssue with no provisions for the 
extension of its maturity. 

(3) The average amount outstanding during the period was computed by totalling the average 
outstanding borrowings for each month and dividing by 12. 

( 4) The weighted average interest rate during the period was computed by dividing the actual interest 
espense by average short-term debt outstanding. 
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UNIVARCORI'ORATION 1939 ANNUAL REPORT 

Effictivdy meeting our obligation of maximizing sharciJolder 
value and helping to ensure a saft, clean environment 

for generations to come. 

Uruvar 
CORPORATION 

A Valt~e Growth Campa"y 
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• 

• Univar CorporatWn is a service business 

engaged in the dift:riburion of a broad range of 

industrial chemicals. lt operates through 

two subsidiaries, Van Waters & Rogers Inc. 

in the United States and 

Van Waters & Rogers Ltd; in Canada . 
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For t:he T~1111 E1ultd FWmary 211/19 

• COMPARATIVE HIGHLIGHTS 

('OJm-atiQtW' ;md (I;Fimmci.nl" amount~ itl tht.JHSBnds ofd811nt1) 1989 

Operations 
Sai<S $1,307,865 
Income befOre taxes 33,857 
Provision for raxcs on income 13,884 
Net income !9,973 
Dividends declared 3,489 

Per Share 
Net income 2.27 
Dividends declared .40 
Book value 13.14 

Financial 
Working capiea! 63,739 
Current ratio 1.33:~ 
Shareholders' equity 114,728 
Inventories 97,532 
Trade accounts rccciv<lble-net 143,845 
Property, plant and equipment-net 135,321 

Other 
Shareholden< at ycar·end 6,200 
Employees 2,702 

1988 1987 

$1,117,309 $693,279 
21,436 1,495 
10,273 783 
11,163 712 
1?37 1,434 

L27 .II 
.20 .20 

11.08 9.80 

67.171 51,201 
1.40;1 1.36:1 

96,254 85,068 
98,635 77,999 

117,535 103,578 
142,253 136,616 

6.100 6,066 
2,546 2,453 

II 

. ,~:· .. 
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PRESIDENT'S LETTER TO SBAREHOLDERS 

]"m" W. Bernard, Prerident and Chief Ex«utive Officer 

To the Shareholders: 

Last year's annual report emphasized that Univar has 
entered a period of great opportunity. In the fiscal year ended 
February 28, 1989, we seized many of these opportunities 
and improved our ability to meet the challenges of the fi.Iture. 
And we did so while generating record earnings. 

Net earnings were up 79% to $19,973,000, or $2.27 
per share, on sales of $1,307,865,000, a 17% increase. Return 
on shareholdcrs 1 beginning net equity reached 20.8%, up 
from 13.1% for the previous year. 

Sales volume throughout our operations has grown 
significantly over the past three years~ moving from ··­
$693,279 ,000 in the fiscal year ended Febnl>ry 28, 1987 
(when only a part of the year included the activities of 
Mc~sson Chemi,al Company 1 whi,h wa:; ac:quired that 
year), to $1,117,309,000 in 1988 and $1,307,865,000 in the 
year just ended. 

Significantly~ gross margins have hdd steady througho1.1t 
this period of sales growth, affording us a rapidly increasing 
stream of gross~ margin dollars during a period when we were 
attaining increased efficiency. 

In recognition of the progress being made, the dividend 
was doubled from $0.05 to $0.10 per share per quarter, 
commencing with the dividend payment ofJune 6, 1988. 
Subsequent to ycar-cnd 1 on May 3 1 19891 the Board of 
Direc10rs increased the quarterly dividend to $0.15 per share 
beginning with the dividend which was payable June 6, 1989. 

We arc in a fortunate position. The·'·Chemical industry 

is growin~, the percentage ·of its 'i(UtDUt bdnp; sold by dis· 
tnbutors IS iritrcasing~ and we anticipate that the number of 
distributors who share this incrc:asjng yolumc of business will 

continue to shrink. 
But these also are times of growing public concern over 

tht:: environmell.t: and the dan.gcr associa.r:ed wid"!. 1nisuse or 

mishandling of chemicals. Consequcntly1 success in our 
business requires the effective balancing of dual rcsponsibili~ 
tics. No longer is it enough to nm a profi.tablc 1 efficient 
business that cams a solid rcn1rn on shareholder capital. It . 
also is essential to do so in a safe, environmentally responsible 
manner. 
-The cover of this year's annual report features a photo­

graph used in a scrics of advertisings your company is running 
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in various trade publications. The text of the ads express our 
concern for safcty1 quality of environment and quality of life. 
The photographs, like the one shown on this report, arc a 
reminder of why that concern is so essen riaL 

A great deal of this report will be given over to describ­
ing the organizational and operational steps the company has 
raken and is taking to ensure rhar we remain cftCctive in 
meeting our dual obligation of maximizing shareholder value 
and helping to ensure a safe~ dean environment for genera· 
tions to come. 

The public,s increasing expectations for consumer 
and environmental protection and fur workplace safety are 
being expressed in new federal, state and local regulations, as 
well as by increasingly stnct evaluation of our performance in 
assigning liabiliry for dama es arisin out of our customers' 
use o r e pro ucts we sdl them. 

As a result, we have incrcaS<:d our educational effort by 
delivering to our c;us!omcrs documentation on product and 
usage informa!ion prepared by the manufacturern, placing 
tighter controls on product specifications, pressing for 
additional manuf.tcntrer's technical support, and improving 
the quality and safety of our own operations, 

While these cHOrts arc expensi~e, our sales volume 
enables us to spread the cO.ts over our total operations in a 
moch more efficient way than do most competing distri· 
butors. 

We also see increasing numbers of manuf.tcturers who 
understand and appreciate the contribution of an effective 
independent distributor, and who arc making greater efforts 
to support us and direct business 10 us, These manufacturers 
are clearly aware that it is in their best interests to rely on 
distributors with substantial financial and technical capaciry, 
and who have firS!·dass storage and transportation facilities. 

The time has passed when a local manager in the 
chemical distribution business can be expected to provide 
effective sales leadership and maintain expertise and tight 
COIUrol in the environmental, regulatory, data processing and 
opt:rarional functions of the business. To assist these manag· 
ers, at year~c:nd we announced a series of org.:tnizational 
changes which recognize the ~ompany)s increasing si~e and 
dranutically changed business. Also, in preparation for the in­
stallation of our now computer system beginning next fall, 

certain administra.tiv~ and accounting functions in the U.S. 
arc being centralized into three regional offices. Vancouver~ 
B.C. will remain t:he comparable office foe our Canadian 
operations. 

At fiscal year end, four new Senior Vice Presidents, each 
responsible for a defined group of functions, were appointed. 
The newly elected officers are: Bevan A. Cates, Senior Vice 
President - Marketing, Sales and Material Management; 
Dick A. Davis, Senior Vice President- Operations; James L. 
Fletcher, Senior Vice President- Environmental and Corpo­
rate Affairs; and Nicolaas Samsom~ Senior Vice: President~ 
Finance and Administration. 

These officers, together with N. St<wart Rogers, Senior 
Vice President since 1971, and A.C. McNeight, Vice Presi­
dent ofUnivar and President of Van Waters & Rogers Ltd. 
since 1985, constitute the top managemen! group that 
reports to me. The Management l)iS<:ussion and Analysis that 
follows examines sub jeers of particular importance in each of 
their areas ofrcsponsibiliry. 

In dosing, I would like to repeat the thanks I gave to 
Vice Chairman M.M. Harris at last year's annual meeting. 
Mr. Harris retired from the Board of Directors in December 
after reaching our policy retirement age. During his 55 years 
of service to the company, he earned the respect and friend· 
ship of people throughout the company and our industry. His 
unique contdbucion has been honored with his election as 

1 Director Emeritus, 
We have again seen substantial change in the year just 

completed. Many employees have been affected by these 
changes, which often involved considerable personal sacrifice. 
However, their en1husiasm for accomplishing the task at hand 
has made possible the oulStanding results for this year and has 
provided a base for con!inucd futute success. I take this 
opportuniry to thank each of them for their outstanding 
performance, 

Sincete!y, 
0 

~ •• • '0 ~ &1H'U t£> (J) 
UJamcs W. Be<nard 

President and Chief Executive Officer 
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• 
MANAGEMENT DISCUSSION AND ANALYSIS 

The success of Univar n.nd its mbsUlin.ries i.s preditated on how well the company is a.ble to meet it! re!ponsibititiu both to 
shareholderS and to the tommuniti.es we serve (incl14ding our mpplierJ, tUJt(Jm.t:rJ1 empluy~~$ I.Jnd n~iehbors). The Mancwenu:nt 

Discussion and At~alysis which follows ir presmted from the ftrspeetivts of the various areas of responsibility of our six senior officer<, 
and fncuies on the steps being taken to ensure tha.t thtse respon.tibilitj~s are fully met. 

Bt11an A. Catts, Smior Vice Prttident- Marketing, Sale.!, Material Mqna9ement 

The three-year period ending February 28, 1989 was 
one of record performance by almost any measure. Sales, 
earnings, and retum on shareholders' equity were up signifi· 
cantly, as detailed on page 2 of chis report. Gross margin 
percentage throughout this chree·year period of growch has 
held substantially steady, at 14.4% in 1989 and 14.9% in 1988 
and 1987. The percentage for the current year was reduced 
due to a slight shift in our mix of business to a higher propor­
tion of carload business which carries lower gross margins 
with correspondingly lower expenses. 

Boch chemical indusrry output and che percentage of 
that output being sold chrough distributors are incrcasiog, 
and we have been successful in capturing a larger share of that 
growing market. These trends resulrcd in every area office of 
Van Waters & Rogers Int. attaining increased operating 
earnings last year. 

The three-year period also has seen major increases in 
our ability to service our customers' requirements. The 
addition of such services as national account contracting? 
ChemCareJt.\ and electronic data interchange for •'paperkss" 

computer-to-computer transactions are all services chat 
enlarge our opportunities to serve our customer b .. c profita­
bly. These initiatives have been successful because, in every 
case, they offer solutions to customers' problems. 

As an example, ChetnCare was started at che beginnillg 
ofche 1988/89 fiscal year and is expected robe generating 
revenues at an annualized rate of approximately $14,000,000 
by the end of the year ending February 28, 1990. This pro­
gram1 which provides our U.S. customers wi~ reliable and 
competent collection and dlsposition of the chemical waste 
they generate~ greatly simplifies the complex regulatory 
paperwork associated wich h:u:ardous waste management. 
ChemCarc has been rc<;civcd nationwide with great cnthu~ 
stasm. 

The support we are receiving from our suppliers con· 
tinues to grow. They are anxious to support distributors 
who have che will, che financial capacity, and che technical 
capability needed to maintain cheir operations within che 
requirements of a rapidly escalating and changing regulatory 
environment. 

BR001688 



This support takes such fonns as additional technical 
support for our sales force, cooperation dudng periods of 
product shortages, financial and legal support in the defense 
of certain product liability claims, and help in both setting 
technical standards and assisting us in rhe internal audit of the 
quality and safety of our operations. 

As an oJttride sales represenative, Ken Lambertson spends n. lot 
of time on~site lit customers' opertJtiotu, putting his knowledge of 

chemicals and the oil and gas industry to work forthem. 

In December 1988> we strengthened our national capa­
bilities in the sale of pest-control chemicals by acquiring the 
domestic distribution operations of a leading manufacturer of 
these items, Southem Mill Creek Products Co., Inc., head­
quartered in Tampa, Florida. The transaction will add ap­
proximately $30 million of annual sales volume in products 
sold for control of tcrmitc::sJ ants, cockroaches, and various 
turf insects. Our total national sales of these products now 
approach $100 million per year, making us the leading 
participant in this highly specialized and tightly regulated 
market. 

Barbara Wilhoit has spent her 35-year care<r at 
VW&R in Kamas City providing knowledgeable and 

hdpful s~rvice to our customers. 

• 
In support of our existing markets, we continue to 

develop our national accounts program) and have now 
fonned groups of industry specialists within our general sales 
force. The urget industries for these specialists include 
coatings and ink; chemical compounding; food~ phannaceuti· 
cals, and cosmetics manufacturers; and the electrOnics indus~ 
try. Each oft:hcsc industries is a substantial user of chemkals1 

and the technical informarion char we arc able:: to obtain as a 
result of our national conracrs is a resource for our customers 
in solving problems in their production facilities. 

Increased emphasis on sales training has also contrib­
uted to success in our sales effort. During the year we 
expanded our capacity to produce and deliver training 
materials by adding qualified professionals to our staff who 
have the capability to develop and present training programs 
targeted at sales and management development. We also have 
developed training materials and programs for operations 
personnel and customers. 

As senior buyer in Dmver, BrRd Murphy pli<ys" pivotal role 
i7l creating ratisfied customers and suppliers. 

The new organizational structure announced at year· 
end will concentrate the policy-making portion of our 
supplier relationships at the corporate levcl1 and will allow us 
to define and pursue our objectives in a way that was not 
possible when negotiations were diffused across scores of local 
offices. As a result, we see a continuation of the trend toward 
fewer but much stronger supplier/distributor relationships, 
with increasing emphasis on mutual cooperation to bc::ttcr 
serve target markets profitably. 

We believe that our Van WaterS & Rogers Inc_ opera­
tions constitute the premiere service and salc::s conduit 
available in the U.S. between multi-product sellers and users 
of industrial chc:micals, 

I 
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Nitolaat Snmsom~ Senior Vice President- Fint~nctand Administration 

To prepare for future growth of the company, early in 
1988 we began design of a major new management informa­
tion system, completing its conceptual design in mid-summer 
of that year. The characteristics of the planned system were 
dcvdopcd in large parr by an internal operating committee, 
which drew talemed people from all facets of the business to 
ensure thar the new system will be respot,sive to existing and 
fi1ture operating requirements. Working within these rcquirc~ 
ments, accounting and control systems were: incorporated 
into the plan, 

The result should be an operating and management tool 
that will keep us at the forefront of technology while provid· 
ing better management informacion. Because the systc::m is 
operationally oricntcd 1 it should provide both customers and 
suppliers with a host of special service capabilities, including 
t:asy electronic da~a imerchangc~ lot tracking, bar coding and 
product recall capabilities. These kind> of services, combined 
with the efficiencies available through automated transaction 
handling~ will provide us with the: capacity to ma.hltllin our 

competitive advantage and automatically do much of the 
paperwork and reponing required by an increasingly complc::x 
accumulation of regulations applying to our product lines. 

Installation of the nc::w system will commence:: in late 
1989 on an area·by·area basis, and it will be completed in the 
summer of 1990. Two packages of cnhancemenrs to the basic 
system arc currently planned for installatiOI'l in the latter half 
of 1990 and in 1991. 

During the dcvdopmenr sta.ge1 most costs .relating to 
the new system have been capiralizcd into the project. Once 
the installation begins1 computer system cosrs will be signifi­
cant but will be offset by new efficiencies in our operations1 

better working capital management) climinatiOll of ~:xcess 
computing costs assodared wirh our current system} and an 
ability to handle substantially larger transaction volumes with 
minimal increases in cost. 
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To prepare for installation of the 1\ew ccnt<alizcd 
systcrn, the administrative organization for U.S. ope(acions 
was realigned wir:h the creation of three administrative zones 
providing accounting, regulatory and other administrative 
services to the sales and marketing regions. This realignment 
will enhance consistency and control in our accounting and 
administrative procedures. Headquartered in Bdlevuc:1 

Washington; Oak Brook, Illinois; and Spartanburg, South 
Carolina1 the zone administrative offices report to corporate: 
headquarters in Seattle. 

(L to R) Carol Johnson, Sharon Baron and Bernice Wishion>icz 
bring lonJJ experience 4nil tonsiderable know·how t() ac,;ounts 

payable for the Central zone office. 

We also anticipato that within the next 24 months we 
will move the company's corporate headquarters fi·om our 
present offices, where we have outgrown available space and 
now occupy pares of several floors. Although tho new location 
has not yet been selected, we expect to be able to acquire 
space that will allow for improved efficiency and internal 
communication. 

The realignment of responsibilities has required reas· 
signment of some employees and the addition of others. Your 
Corporation's affirmative action plan coditles our commit· 
mcnt to equal employment opportunity, and ensures that 
employment openings are being filled fairly. 

o~lring the year just passed, the percentage of gross 
margin dollars devoted to general and administrative cx£cnscs 
in the U.S. W'!& 36%, compared to 36% in the preceding year 
and 38% in the yc>e ended February 28, 1987 -a year not 

• 

Dick Fischer, field salu rep based in Atlanta, knows the 
importance ofkeepin.if tustomm happy in person and by phon<. 

really comparable because of the heavy acquisition expenses 
included in that period. However, we believe that the changes 
we are making now will give us the opportunity to reduce 
these costS as a percentage of gross margin dollars, 

To(al operating expenses during the past three-year 
period have increased in dollar terms from $96,733,000 in 
1987 to $137,589,000 in 1988 and $145,560,000 in 1989. 
During this same period, operating expenses as a percentage 
of sales have declined from 14.0% to 12.3% to 11.1%. lncr.ascd 
business activity and higher employment costs impacted the 
dollar changes. The percentage decline reflects some of the 
benefits we foresaw rwo and one-half years ago, at the time of 
the McKesson Chemical Co. acquisition. 

Margie Windsor (R) in Chatta>JOO!fa htlptd make sure 
UnivarJt new camputer system mtttJ thf: nr:edi ofusf!rs 

across the U.S. ~and she's helptd train people, ineludh~g 
Prisc.e/ia Pennington, on how to use J't. 

I 
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Dick A. D11m, Smior Vice President- Operations 

The demand fur the safe, ~onsistently responsible use of 

chemicals has increased dramatically in the last ten years, trig­

gered by increased recognition of the impact their misuse can 

have on health and the environment, 
Our rask in the chemical distribution business is to 

respond to these increased requirements for safety and quality 

in our handling of chemicals whi~h can be dangerous under 

certain specitlc circumstances (true even of such prosaic items 

as salt and water, both of which we sell), bur which arc 

requisites of our modern society. 
Over the past two years, we have centralized the re· 

sponsibility for understanding and complying with a rapidly 

expanding body of federal, stare and local regulations. This 

responsibility is now discharged at Onivar with a central en vi· 

rgnmrntal stafE which includes engineers, c;;hcrniscs, attorneys, 

traffic/transportation/warehousing experts, and specialists in 

training. Rr:presentatives of the operations staff are positioned 

in each of the four regions of the O.S. to apply this body of 

knowledge to our daily business activities. 
This new centralized management structure is needed 

to provide COI'5istcnt quality control, and to dissenlinate to 

field management the most current information relative to 

the legal and technical developments related to chemical 

handling. 

We arc engaged in an educational prn~:e.ss, passing along 

to our employees, our customers, and the public, the techni­

cal and regulatory knowledge that our speciali~ed staff 

assembles. We believe that this process is the most effective 

way of accomplishing an optimum risk/reward relationship in 

the usc of our products, while providing our customers with a 

service which will make us a preferred source for their require· 

ments. 
A few examples of the many information-sharing 

projects undertaken in the past year include: 

• The training of 80 Phoenix, Arizon,a, firemen in 

chlorine emergency response; 
• Developmc::nt and presentation of a two-day seminar 

in Columbus, Ohio, on chemical emergency response~ with 

200 participants from the fire and law enforcement agencies 

of Franklin County; 
• Widespread participation by employees in emergency 

response planning committees and similar organizations; 

• Development of a computer controlled system whlch 

automatically produces and delivers to the customer a Mate· 

rial Safery Data Sheet (MSDS) the first time a customer 

orders a product, and with each subsequent change in the 

MSDS; 
• Under the auspices of the Superfund Amendments 

and Reauthori~ation Act of 1986, we have offered city and 

state governments and emerg~ncy response agencies the 

product information data base that drives dle MSDS 

program. 
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ChemCaretM is quickly becoming an important service 
of our business. Developed and launched by the operations 
staff, ChemCare offers a method for Van Waters & Rogers 
Inc. to improve the overall stewardship of chemical products. 
We mako it easy for industrial and commercial users of 
chemicals to properly dispose of spent products or to process 
wast< streams, using financially, technically and legally 
qualified contractors for transportation and waste manage­
ment. The contractual, audit and control systems applicable 
to ChemCare are administered by the operations department. 

Tony U.Caze (L) and ]11mes Bail<y in Houston 
mt~ke sure orden are <omplete 11nd pt~per"~Pork il atcurr<le 

before ""Y shipment lea>es V'W&R. 

As a means of ensuring that transportation of our 
products on public highways is handled by competent, 
responsible carriers, we have instituted a rigorous process of 
identifYing the best carriers for our business. The first part of 
this review has been completed, and a list of approved carriers 
- those which possess adequate insmance and are properly 
licensed by state and/ or federal agencies - has been issued 
to all of our U.S. offices. Further selection criteria will fucus 
on the carriers' financial stability, management practices, 
service performance, and their ability to operate safely. 

Our own trucking operation, which consists of approxi· 
mately 1,200 units, is used primarily to move product$ from 
our warehouses to our customers. During the past year, a task 
furcc of employees who ate experu in ll'atl$pOrtation was 
formed to review the operations of this fleet. In addition to 
the many improved operating practices that were developed 
as a result of this study, we are now exploring the use of new 
technology, including on-board computers and truck routing 
systems to improve the productivity and quality of our fleet so 

as to enhance customet service in the future. 
One result of this review was the development of sra.n· 

dardized specifications fur our trucks, tractors, trailers and 
furklifu. These specifications will guarantee consistent quality 
within the fleer, and will offer substantial savings in purchase 
price and subsequent maintenance. 

In conjunction with the computer development effort 
described earlier in this report, the operations department has 
designed several warehouse management improvements 
which will be available with the introduction of the new 
computer system. Among the most significant of these will be 
the provision for coding of productS - an enhancement 
which will increase productivity while further reducing the 
chance of human error in working with complex chemical 
namc::s. 

The engineering department, which designs and 
builds most of our plants, has provided us with the best 
facilities to date in the chemical distribution business. To keep 
us on the leading edge of new design technology, we are 
utilizing additional internal expertise as well as outside 
consultants in the review of plans to meet stricter safety and 
environmental Sta!ldards. 

Bill Stott mr<k'l sure bulk li'fl'id chemicals are retei><d, stored, 
lofl.ded and delivered st~ft!y to customers in the Phoenix <~r</1, 

We expect to complete a new distribution facllity now 
under construction at Omaha, Nebraska, in the summer, and 
soon will be breaking ground for a small mcility in Helena, 
Montana. Designs arc on the drawing board for a .ware· 
house/ office expansion at Tampa, Florida, and fur new 
mcilities in Winnipeg, Manitoba; Montreal, Quebec; Windsor, 
Ontario and Lafu.yette, Louisiana. 

Construction costs will be provided by a combination 
of available debt capacity and internal cash flow. With dcprc· 
ciation currently running at approximately $l<l,OOO,OOO per 
year, we e~pect to be able to cover this normal replacement 
and betterment of mdlities on an ongoing basis without 
tinancial strain. 

• 

BR001693 



II 

• 

James L. F/etch~:r, Senior Vice President- Environmental and Corf!orate Affairs 

The Environmental and Corporate Affairs department 
was established to consolidate: and coordinate the Corpora~ 

tion's elforts relating to the environment, legal issues, real 
property transactions and public relations, and to provide 
management support for acquisitions and other such corpo· 
rate transactions., 

Univar's policy of safety and environmental affairs states 
in part: "Univar is committed to conducting its operations so 
as to minimize risk to the safety and health of employees, 
customers, the public and the natural environment." Accom­
plishment of this very impormnr objective requires a high 
level of employee awareness and education relating to such 
areas. as technical produ(:t km::n.vledge:1 proper s::tfety proce~ 
dut"C:S1 and correct product ha.ndling1 packaging? labeling and 
transportation, combined with an overall quality control 
program designed to ensure excellence in the work place. 

While part of this effort is centered in the operations 
function~ one of the most important functions of the Envi­
ronmental and Corporate Affairs group is tO provide aware~ 
ness and understanding of the various rules and regulations 
under which the company operates, as well as t:he particular 
application of their requin::ments: to our activities. This 

demands an extremely dose interaction between a number of 
different areas of the Corporation, all working together to 
build appropriate safeguards into operating procedures so as 
to ens<Jre that they are technically and legally of the highest 
quality levels. 

Such a coordinated efl:brt also benefits the Corpora· 
tion~s insurance program, which irwolvcs the use of substan­

tial ded<Jctiblcs payable by the Corporation before covered 
claims are payable by the insurance carriers. 

Claims either not covered by insurance or subject to the 
deductible are charged back to operating units, and can have 
substantial adverse effects on employee compensation. "fhe 
internal legal staff~ operating under rhc E.nviron1nent;al and 
Corporate Affairs group, has responsibility for managing those 
unins~m:d losses) and is therefore able m provide substantial 
input a,;; .:o what addition:ll training, education or precaution~ 
ary procedures sccrn .appropriate to reinforce the concept of 
an error-free operation, 

I fan incident or accident should occur in spire of our 
efforts to ensure that safe operating conditions arc rnain­
[~incd) the Environn1ental and Corporate Aff..'lirs department 
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will oversee any requirod r<sponse action, including prdimi­
rta.ry ii'lvestig:t.tiOM, rcrncdial investigations, and/or feasibility 
stttdies. The department will work with the appropriate 
governmental agencies that may have oversight responsibility, 
as well as with engineering, consulting or legal experts that 
may be needed to fully atld completely address the issues that 
confront the Corporation. 

There also may be some instances in which the Corpo­
ration has properly and legally disposed of unusable product 
at disposal filcilities in the past, only to find that today those 
1\lcilities arc under the auspices of a Superfund cleanup. Here 
again, the Corporate and Environmental Affairs department 
will work not Ollly with the designated governmental agency 
overseeing cleanup of the sire, but also will coordinate with 
ocher legally respollsible parties in an effort to reach a prompt 
and fair resolution. 

Emergency response preparedness was put to the ttSt it~ 
San Jose n•hen (L to R) Dennis Prober, Ron Haydel, 
Fernando Cuevas, Joe Spatafore, Mike Rhoades and 

Carl Ray11or helped the California Hjphll>ay Patrol deal 
with a commo" carrier't chemicaltpill. 

In addition to these functions, Univar's Environmental 
and Corporate Atrnirs group will be involved in negotiations 
with various agencies in connection wirh the issuance of 
environmental pe1·mits rcqLtircd for the operations of our 
business. 

The department also plays a major role in the acquisi­
tion or disposition of real propcrtv or business oper>\tions. 
These types of transactions have been <:om plica ted greatly in 
recent years because of the increased risk the c~1rrenr owner or 
operator fact;s for liabilities associated with rior cnvil'On~ 
mental or other types ot pro !ems, which cannot bti9Jj'l­
plctely idcntitled at the rime the transaction is eompletod. A 

• 
myriad of newly em\Cted state laws aMr~£$ prapm=ty rrans;)C· 

tions, some even to the degree of prohibiting transfer of 
property until all environmental issues have bee11 fully ad· 
dressed. Complete understandil1g a11d compliance with these 
laws is a very complex and difficult task since Univar currently 
has more than !Oo chemical distribution facilities throughout 
the U.S. and Canada, and is acquiring new locations and 
expanding existing facilities on an ongoing basis. 

Bill Cnmher started 1vith the c~mpRny33 years "90 tU tt sales 
trl'i"""· Hit dedication and hieh level of service have not pone 

unnoticed: he noll> is IJrtll man"9er for Indianapolis. 

Relationships with suppliers and customers are critical 
for any company, but especially so for a distributor of indus· • 
trial chemicals. The Corporation's agreements with its 
suppliers and customers define the rights and responsibilities 
under which we acquire our products and subsequently 
distribute them to our customers. Our legal staff, working 
with the sales and merchandising group, provides consistency 
in the form of these arrangements to ensure that Univar is nor 
exposed to risks that rightflllly belong to either the producer 
or user of the products we distribute. 

The department also coordinates contacts with outside 
legal counsel and manages the internal legal staff. 

While the Corporation faces increasing challenges, we 
feel that the newly created department of Environmental and 
Corporate Affairs will grcarly help Univar sustain its reputa­
tion as a good corporate citi~en, and will facilitate its policy of 
protecting the health and safety nfits employees, customers, 
t:hc public al'~d the natural environment. 
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Albert C. McNeipht, Vice President, Ut~ivar; Presidettt, Van WMM & R,ogers Ltd . 

In the fiscal year ended February 28, 1989, our chemical 
distribution activities in Canada continued a pattern of 
successful growth, as Van Waters & Rogers Ltd. produced 

rec;ord resul~s fol' the second consecutive: year. 
Expressed in Canadian dollarn, sales increased to 

$236,076,000, up 19% from $197,879,000 in the prior year, 

and up 38% from the $170,930,000 in the year ended 
February 28, 1987. Gross margins for these three years held 
approximately steady at 13.5%, 14.1%, and 13.5% respectively, 

although the addition of agricultural chemical distribution 
volume acquired in 1987 tended to depress the most recent 
year's percentage rate of gross margin. Total expenses (ex. 
cl"ding taxes) for the past three years have increased with 
naturol growth in the business and with additional efforts in 
areas such as cnvironrnl!:ntal protection, qualiry control and 

safety, all of which have received special attention. 

Pre-tax earnings in U.S. dollars ,were $8,925,000, 
$6,600,000 and $4,256,000 for 1989, 1988 and 1987, 
respectively. The increases reflect the effects of substantial 

sales growth, a decline in operating expenses as a percentage 
of sales, and the strengthening of the Canadian dollar. 

While not a portion of rd.portcd earnings, it should also 
be noted that during the past year Univar shareholders re· 
ceivcd the benefit of an incrca'i" in value of the Canadian 

dollar, which was the equivalent of approximately $0.83 U.S. 
at fiscal year end, compared to $0.79 U.S and $0.75 U.S. in 
1988 and 1987, respectively. 

The Canadian economy was strong throughout the 
year, and past pel'iods' investments in organization and service 
capability have provided excellent returns. All areas of the 
Canadian company participated in our development of record 
c~rning.s for the year~ and we: ftc:l optimistic rr;garding the 

Llpcorn.iog months. 
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The Free Trade Agreement between the U.S. and 
Canada, ratified during 1988, should be beneficiol too'" 
business. We believe that: it: will tend m funh~.:r st:imulate t:he 
Canadian economy~ and rha.c it will provide opportunit:ies for 
more cooperarion with t:hc U.S. opcr~rions of Van Waters & 
Rogers Inc. 

Suran lv<t has made VW&R Ltd. a well·knoJVn entity in 
British Columbia through her commitment to strviat on the job 

tt'lttt her involvement in b1u£ness Or.!Janizations sur.h as 
the Chamber of Commerce. 

The year just ended was our first full year of owner-
ship of the operations ofKing·Agri, an agricultural chemical 
distributor opemiog in the prairie provinces. Acquired mid· 
1987, King·Agri's operations added significantly to our 
earnings, and supplemented our industrial chemical activities 
in Manitoba and Saskatchewan tO a level that now allows us 
to plan for new office, warehouse and tank farm operations in 
Wlnnipcg. To handle the growth that we project, plans also 
arc being drawn for a new facility in Montreal and for our 
firnt company-owned office and •v..rchousc in Windsor, 
Ontario, where we have historically operated out of public 
warehouses. 

-
To continue our growth and maximize t:he opportuni­

ties we Sec dc:veloping1 we arc implementing a n~w organiza­
tional structure. In May 1988, Paul Hough, who has b<:cn 
with the company for 29 years, was elected Vice President 
with responsibilicy for Western C>nada. Subsequent to year­
cnd1 Hans Walser. a 30~year employee1 was named Vice 
Prcsidcnt-Eastcm Canada, with parallel responsibilities for 
Canadian offices cast ofWinnipeg. 

Our growth has reached the point where we now plan 
to appoint industry specialists within the sales force who will 
lead our effortS to bring improved support and value- and 
added services - to our suppliers and customers in specific 
targeted industries. 

Nick RutiglianoJ warehoure foreman in Vnncouver, has 
brought innovation to each position he has held 

in his 32 years 1vith the wnpany. 

This year's operations included a major effort to ensure 
full compliance with a rapidly growing body of safety and 
environmental regulations. We arc currently a leader in this 
effort and intend to remrun in that position. Having borne a 
considerable amount of onc~timc expense related to saf'Cty 
and environmental issues during the past yc:ar, we anticipate a 
leveling off of this expense load in the coming years. 

• 
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N. Stew4rt Rogm, Smior Vi« President 

In concluding chis Management Discussion and Analy­
sis, ond in keeping with the emphasis on long· term develop· 
mem and profitability that has been a consistent tenet of the 
directors and management of Univar, it is helpful to look 
back M where we have been over the last three years, and also 
to look forward at our objectives. 

Three years ago Univar had just completed the tax-free 
spin·off of all of its accivities not directly involveq in chemical 
distribution. This transaction reduced the size of rhc company 
by approximately half, taking net equity to $45,000,000, aod 
l~aving ongoing sales at a rate of approximately 
$550,000,000 per year. However, it also allowed complete 
conccntratiOJ1 on the increasingly complex problems of 
coping with the expa1lding regulation of chemical proouc<>, 
new theories of product liability, the absc11Ce of availability of 
many kinds of i1'kSurancc, and increaslng demand for the 
broad dissemination of tcchnic;~l <u'ld hc~:~lth·n::IJ.tcd intbrmn­

tion to all parts of the public that' rnight usc or be exposed w 
chcmi<;:als. 

Within weeks after the spin·off~ we: were engaged in 

negotiations \Yhich ulrima[cly led to the acquisition of the 

asse[S of McKesson Chemical Co., and to the imroducdon of 
Pakhor:d Holding N.V. as a major shareholder in exchange 
tOr providing a subsrantial part of th~ aCtJuisirion financing. 

This acquisition more than doubled our U.S. rate of 
sales and, adding the McKesson Chemical Co. sales volume 
from the November 1, 1986 acquisition date, brought total 
sales volume for the fiscal year ended February 28, 1987 to 
$693,279,000. Profitability suffered in the fOU(th quarter of 
that year as we i11Curred major acquisition·reiated expenses 
and provided reserves for additional one-time expenses that 
would occur in the consolidation of the two operations. 
These one·time charges produced a substantial loss in the 
fomth qumer of the fiscal year coded February 28, 1987 and 
reduced earnings for that yea( to $712,000, or $0.11 per 
slu.rc. 

In tho fi>cal year ended Fcbntary 1988, our major 
coricc:rns were the development of consolidated internal 

control and accouming systems and the mainten;.oce of our 
service capabilities so as t;O preserve: the s.ales momer:ttum of 
the rwo businesses a.l> they went through the physical consoli­
dation process. While expensive~ these efforts were succcssful

1 

and sales volume that vear g(eW to $1,117,309,000. 
A major rcvlcw of the cnvironmen.:al status of each of 

our bdlitics was undcrt:tkeo 1 and reserves were established to 

recognize these and other environmental exposures. Ah:ho1.tgh 
total charges to earnings during the year for these resen•es 
were .$6~000J000 1 C;;lrnings incrc;asc;d to $11,163}000} or 

$1.27 per share, for the fiscal year ended Fobruary 29, 1988. 
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In the most r~cc:nt year, emphasis shifted to i1HernaJ op· 
~rations and to a major tightening of liability control, en vi· 
ronmental protection, and safety and quality control. While 
these efforts represented an increased levc:J of ~:xpc:ns~, 
charges for environmental reserves and expenses dropped to a 
more normal me. As c~n be seen from the accompanying 
chart of quarterly earnings (on page 16), the results were dra­
matically improved earnings, which were also bolstered by 
continuing good business conditions. The continued success 
of new sales and marketing prog,.ms, combined with good 
business conditions, increased consolidated sales ro 
$1,307,865,000. Total earnings rose to $19,973,000, or 
$2.27 per share. Increased sales reAect actual volume in­
creases of approximately 9% combined with the effect of 
general price increases of approximately 8%, to yield a 17% 
increase in sales dollars from the prior year. 
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Higher average borrowing costs during the Iasr rwo 
years~ and particularly in the most recent year~ resulted in an 
increase of appro~imately $1 ,I 00,000 in interest costs over 
the: prior year and $5 1200?000 over two years ago. 

Imet·cst on bort'owcd capital, although inc::rcasing in 
dollar terms, has dedi ned as a percentage of sales dollars. Net 
t:arnings and cash flov,· have allowed us to reduce our total 
interest-bearing debt to equity ratio to .98:1 at February 28, 
1989 from ) .23:) at l'ebruory 28, 1987. Anticipating incroas­
ing interest ratcs1 rhc Corporation en~ered imo a seven-year 
fixed rate term loan at 9.84% during the first part of the year, 
The transaction had the .tfcct of limiting the Corporation's 
exposure to further interest me increases and capping the 
intorcsr payments associated with $20,000,000 in capitnl. ln 
addition. this freed up additional excess bot'rowing capital 
under existing revolving credit agreements. 

As discussed in last y~ar's annual reporr, we continue ro 
have a subst~mi:al volume of ~xc.cs:s c:;:apiral not actively 
employed in the business. When redeployed, this capital will 
allow us to further reduce borrowing levels and associated 
interest costs. Principal among thf.!se items are a parcc::l of land 
ill Southern California, purchased during the most recent year 
as the site for a new and expanded Los Angeks facility, and a 
distribution facility in Dallas, Texas. As discussed in the 
fourth quarter report, we anticipate soiling the Los ;»ngeles 
property during the coming year. In addition, several othei 
excess facilities are available for future sale. 

STOCK r~IC~ 
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Cash A ow from operations for the current year was 
$23,301,000 as compared to $26,0~5,000 and $13,254,000 
fur 1988 and 1987, respectively. This flow was substantially 
impacted by increased net income and depredation during 
the past t\'\'O years. 

The Corporation has maintained c::xisti.Ag credit facilities 
in excess of current rcquirc::mcnts, These: crc:dit facilities) 
combined with cash tlow from operations and the proceeds 
from the sale and disposal of excess capital will, in manage­
ment's opinion, provide adequate funding for the anticipated 
shQrt and long•tc:rm growth rc::quircments of the Corpora~ 

r:ion's balance sheet. 
The investment community has acknowledged the prog· 

ress made in this thrce"yeat· pct'iod, and the price ofUnivar 
shares has risen consistently~ with the exception of a short. 
steep decline immediately following the October 1987 market 
collapse. At February 28, 1989, tho closing price of Univar 
shor~s on the N~w York Sto(k E•ch;nge was $25.25, com· 
pared ro a closing prke appt'oximately three years earlier of 
$9.88 - an increase of 156%. During this same period of 
time, the Dow )ones Industrial Average increased from 1,819 
to 2,258,; 24% incroos<:. 

I • 
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The increase in Univar share price was driven in l::~.rge 
part by the increasing return on cquiry. That return (meas­
ured against beginning equity) rose from i<S low of 1.6% in 
1987, to 13.1% in fiscal year ended 1988, and ro 20.8% in the 
ye:"~r just ended. During the :same period, net cquicy of ~:he 
corporation has risen from the beginning point of 
$45,000,000, or $8.03 per share, to $114,728,000, or 
$13.14 per share. 

SALES 
(bf fU<ti'f4'r", In milfillnsll{dlliflln} 

0 /00 ]00 <00 

Fo;- tint~ if. Jtr Not~ 4. 

Simultaneously, our balance sheet has improved in the 
ratios by which we judge our progress, and at February 28J 
1989, all major elements of our financial statement were well 
within target ranges. 

All in allJ we have experienced three years of exceptional 
progress. 

Reflecting this progress, the $0.05 per share per quarter 
dividend set at the time of the 1986 spin-off ofVWR Corpo· 

. ration was doubled to $0.10 effective with the dividend paid 

EARNINGS 
(b, f'l41rt,r. in mifliom ttf dt>llu1) 
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-
June 6, !988. Based on their confidence in the concinued 
strong performanC::(: of the= company) on May 3, 1989 the:: 
Board of Directors increased the quanerly dividend rate to 
$0.15 per shore, beginning with the dividend payable June 6, 
1989. 

Divid<nd rates, which had been deliberately kept low 
during the past three years, are reviewed regularly. The 
financial progress reported here has given the directors en· 
hanccd flexibilicy in serting dividend payout rates. 

NEl' ~INCS I'ERSHARE 
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The. financial figures arc, however, only the remlt of 
what has been accomplished in developing a more efficient 
and focused organization. We have achieved many of the 
benefits of increased size) and have: been able to do so 
without sacrificing a dear view of our standards and our 

goals. . 
Looking to the future, we sec continuing opportunity 

to earn an improved share of our growing market. Our capac· 
ity to respond accurately and promptly to the demands of our 
customerS will be enhanced by new management information 
systems due for installation this year, by improved and 
broadened training programs, and by th~ combin~~:tion of the 
best of r;wo corporate cultures, each of which is contributing 
to our increased ability to solve problems for both our 
cusromers aod suppliers. 

On the assumption that the U.S. economy will remain 
rc:Iinively stableJ ~nabling us to continue to build on our past 
three years' accomplishments in improving efficiency and 
increasing our market share, we look forward to another 
increase in earnings in the coming year_ 
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-CONSOLIDATED STATEMENTS OF INCOME 

Sales 
Cottc[Saks 

Income from Operations 
Oth<r Income (&pcnse): 

Interest on borrowed capital (Note 1) 
Gain (loss) on sale of assets 
Other-net 

Income Bef~m Provision for Taxes on Income 
Prrwi!ion[!ft'Taxesonlncome(Notes l & 8) 

Net Income 

Net Income p<r Sh"" (Note 1) 

1989 

$1,307,865 
1,120,139 

187,726 
145,560 

42,166 

(11,443) 
(152) 

3,286 

33,857 
13,884 

$ 19,973 

$ 2.27 

1988 1987 

$1,117,309 $693,279 
950,464 589,904 

166,845 103,375 
137,589 96,733 

29,256 6,642 

(10,315) (6,198) 
526 (147) 

1,969 1,198 

21,436 1,495 
10,273 783 

$ 11,163 $ 712 

$ 1.27 $ .11 
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-CONSOLIDATED STATEMENTS OF CASH FLOWS 

}'at' tht Ttlt:H £11il:d Ftbn'fi.1J 28!29 m}(}mnnds of.:!_~~rs} ____ , ____ 1989 1988 1987 

Cash Flo1vr Pro'Pided (Used) by Operati"'J Aetivitits 
Net income $19,973 $11,163 $ 712 
Adjustments to reconcile net income to 

net cash pro,ided (used) by opernting activities: 
Depreciation and amortization 13,783 13,693 8,184 
Deferred taxes on income 1,703 (2,743) (2,202) 
De~rred liabilities and credits ( 1,657) 2,752 3,665 
Other-net (82) 415 163 
Change in assets and liabili tics, net of effect of buslne.<<e.< acquln:d 

Accounts rc:cc::ivablc (22,601) (13,957) 18,081 
Inventories 5,504 (20,636) 3,314 
Accounts payable 684 22,152 (4,351) 
Other current assets-net 1,174 921 135 
Other current liabilities-net 4,8!5 12,305 (14,447) 

Net Cash Provided Activities 23,30! 26,065 13,254 

Cash Flows PrUTJided (Used) by Inv<Iti"'J Activities 
Proceeds from investments 2,748 1,188 
Payment for purchase of,..,] properties held for sale and investments (15,241) (3,465) 
Additions to property, plant and equipment-net (9,563) (17,745) 
Acquisition of business (3,533) 

in other assets 305 

Net Cash Provided Activitic.~ 

Cash Flo1v1 l'rovided (U!<d) by Financing A&tiviti"' I Short-term borrowing--net 8,982 (3,645) 784 
Exercise of stock options 115 64 
Long-term debt incurred 20,000 15,397 60,049 
Reduction in long-term debt (31,918) (2,823) (22,404) 
Payment of dividends (3,051) (1,737) (1,434) 
Proceeds from ii!$uance of common stock 25,434 
Purchase stock 

Net Cash Provided (Used) by Financing Attivitios (5,872) 7,256 61,789 

Net Incretue (!Jecrerue) in Cash (7,855) 13,110 (6,608) 
Cash (bank checks outstanding less cash in bank) at beginning of year-net 6,641 (6,469) 139 

Ctuh (&nk Cht!ckr Out,rtandl'l!f!At Cash in Bank) at End ofYea....-..et $ (1,214) $ 6,641 $(6,469) 

Suppkmmtal dmlorur< of cash foJw infurmation 
Cash paid during the year for; 

Inren:st (net of capitali~ed llltorest) $10,638 $10,323 $5,976 
Income: taxes 13,115 8,019 1,985 

1"ht: IIC&Ompnn1J'"8 notts At'l tm intteml part: 9ft/<mt Sta~cmPIU. 
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-CONSOLIDATED BALANCE SHEETS 

F,·bt'llii'Y 28/29 (111fmmmts nf~t-•ll_n~ ......... , .. __ ,.,._. __ ...,,, .. _ ~~~-

Assets 

Current A.<>ets 
Cash 
Rl:ceiv•bles-

'Trade >tcounts (less allowance for losses of$1,800 iOl 1989 illld 1988) 
Othor 

Inventories (Note 2) 
Preprud expenses and other assets 

TotnJ current assets 
-----·--·--

/{cal Propmies Held {01· Sale and Lo>~g·Term Reeei»abl<t(Note 3) 
-~~--~-----·--------·· .. '·····-·--·-- .. -·---·· ..... ~~--
Property, Plant and Equip•ncnt(Notes I, 3 & 10) 

Land 
Buildings 
Equipment 
Leased property under capitallc3Ses 
Construction in 

Less :tt:I.':LUnulatcd 

Net 

Orh.-Assm ···----------------

1989 

.$ 7,455 

143,845 
8,132 

97,532 
2,691 

---- 259,655 
33,671 . .,...,..._, __ , ___ ,......... ..... --.~ 
15,260 
53,788 

105,245 
6,558 

1 

189,672 

$431 

1988 

$ 6,641 

ll7,535 
11,035 
98,635 

818 

234,664 ·---
16,410 

14,966 
50,824 

108,377 
7,493 
3,299 

184,959 

142,253 

1,340 

$394,667 
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Liabilities and Shareholders' Equity 
Cm.,.ent Liq,/tilities 

Bank checks outSG\i'tding less cash in bank 
Notes payable (Note 9) 
Current portioo of long-term debt 
Accounts payable 
Accrued payroll and od1er liabilities 

T mal current liabilities 

Long-Term D<bt, less current ponion (Notes 3, 9, 10 & 12) 

Dtforr<d Items 
Deferred ~"""' on income (Notes l & 8) 
Other deferred liabilities and credits (Notes I & 12) 

Totol deterred items 
Commitmmttand Contingmcies(Notes 10 & 12) 
Sharehold<rr' Equiry(Notts I & 5) 

Pretemd stock, no par lt.llUe, authorized 750,000 shares 
Common stock, par v<l!uc $.33·1/3 per share 

Authorizcd-14,000,000 shares 

-

lssued-10,059,251 shares in 1989 ru1d 10,028,074 shares in 1988 
Addicionol paid-in capir<ll 
Retained eaminl!l' 
Cumuladv.: translation adjustment 
Treosury stock, a<eost, l ,329,143 shares in 1989 and 1,310,518 .<hares in 19M 
Deferred stock 

Tom! slwcholde!li' 

$ 

19N9 

8,669 
l I ,777 
2,464 

140M3 
32,543 

195,9!6 

103,432 

817 

17,352 

3,354 
42,059 
78~938 

1,311 
( 10,055) 

$ 

1988 

2,795 
2,787 

134,980 

167,493 

115,350 

(886) 

15,570 

3,343 
41,470 
62,454 

(224) 

(10,135) II 
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• 
CONSOLIDAT£0 STATEMENTS Of: SHAREHOLDERS' EQUI1Y 

Dtji:rn:d Tntni 
'fi1r th~· T/Jrtt Yl'IIT1 J-:Jttft~d Atiditi1mnl CimJulmi~~r: Stutk S/;NZ.rt· 
F~fmmry 2~, 19$9 Cll11tmpn Pnid·i1' Remi~rJ Tmnslation Trm.mry ('..(JmpmSdtl'on htUJm~ 

(Thorrmud1 t~ftlnlhm) Stotk Cnpimf &rni,W1 Adj1utnum Stotk fxp<nt< $1JII.ilf 

Balmue, Fdttua>y 28, 1986 $2,298 $ 1,729 $53,750 $(3,275) $ (9,502) $ $ 45,000 
Net income 712 712 
Acq~1isidof1 of 

McKesson Chemic:ll Co. 
(3,053,000 shares) 1,018 38,S62 39,880 

Purchase of50,100 
shores ttensury stock (640) (640) 

Cash divide11ds dedol'l!d or 
$.20 per shore (1,434) (1,434) 

Stock nwords (74,259 shores) 24 787 (811) 
Foreign currency 

trn.nslatiOI'I adjustment 1,467 1,467 
Deferred stock 

compcns.1tion expense 83 83 

Bala>ue, Febrtmry 28, 1987 3,340 41,378 53,028 (1,808) {10,142) (728) 85,068 
Net income 11,163 11,163 
Exercise of stock options 2 55 7 64 
Srock awnrds {1,900 shores) 1 37 (38) 
Cash dividc~>ds declared ar 

$.20 per share (1,737) (1,737) 
Fordgn cum::ncy • tr.\nslation adjLISttncnr 1,584 1,584 
Deferred stock 

Jl2 ll2 

Balancr, Febrt•at;r 29, 1988 3,343 41,470 62,454 (224) (10,135) (654) 96,254 
Nee income 19,973 19,973 
Exercise of stock options 35 80 115 
Stock awards (32,374 shares) ll ~54 (565) 
('.ash dividends declared at 

$.40 per shan: (3,489) (3,489) 
FOl\':igo currcm.J' 

translation adjustment 1,535 1,535 
Dc!Crred srock 

340 340 

Ba/a""' F<&mm:y 28, 1989 .$3,354 $42,059 $78,938 $ 1,311 $(I 0,055) $(879) $114,728 - . 

77w n.r:,:nmJmn:riN,tf 71114'~ (I'JT 1m intq1ml ptrrt uftl~ 1t4tJ7mt11b, 
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-NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

Notel 
Summmy of Acurunting Policits 

Principles ot Consolidation 

The consc;Udatcd financial statements i11dudc the accounts of the: Corporation and all significant subsidiaries. 
lntc:rcompany balancc:s md tr:.msacdons h:.w~ been dirni.nated. 

Translallon of canadian Currency 

The accounts of the:: Canadian subsidiary ate tr.,m.,(,llatcd in accordance with Statement ofFmancial Accounting 
Sr.mdards No. 52 1 'Which requires that tOrcign currency asseTs and liabilities be rransJatc:d using the cxchmgc I.l.t:C:S in 
effect at dle ba.bnce sheet date. Results of opcr:ations are translated using du: aver:\ge exchange rates prevailing 
lhroughout rhe period. The effects of unrcalizc:d c:xchangc rate fluctuations on rranslating fOreign currency 3.SScts 

and liabilities into U.S. doUars arc accumulated as the cumulative translation adjustment in shareholders) c:quiry, 
Realized g:uns and losses from fOreign currency tral\<>ctions arc included in net income fur the period. 

Property, Plant & Equipment 

Expenditures tor property, plam and equipment md lor renewals md betterments which extend the originally 
estimated economic lives of assets arc capitaijzed at cl1e related coot. Expenditures for maintenance, repairs and other 
renewals are charged to expense. The Corpol':ltion's property accouncs are maintained, for the most p<ll't, in multiple 
asset accounts. In the case of normal dispositions, the cost of property sold or retin:d is removed fi·om d1c propcny 
account and charged to accumulated dcprcdadon and no g.'lin or loss is recorded. In the case (>f signiticam disposi­
tions, gain or loss is recognized. 

For fin;mcial reporting purposes, depreciation h..s been provided using cl>e str.:Ught-line method over the 
estimated 1.1sefid lives of the related asscts. For income tax purposes, depreciation on cert.lin assets is compmcd using 
aecdcrnred methods. 

In accordance with Statements ofFinand>l Accounting Standard~~ No. 34 and 62, interest costs have been 
capitalized on major construction projects while in proe;rcss. Interest costs of $738,000, none, and $75,000 for 
fiscal ye:>rs 1989, 1988 and 1987, respectively, have been capitalized in the cost of new f.lcilities. 

Self·lnsurance ReseJVes 
111e Corporation retains certain cxposuli!s il'1 iw iosut":.'ltlce plan under various deductible or sc::Jt:.insurcd 

progr.uns. Reserves for claims made are recorded at estimated costs as current llabilitics. ~!..<:serves ibr estimated 
claims incurred but not yet rcpol'ted are recorded as deferred credits. 

Income Taxes 
Income t:m:s arc: provided for all items included in the consolidated statements of income regardless of the 

period when such items will be deductible for tax purposes. The principal timing differences between financial and 
cax !"(porting arise from depredation, self.insur.mcc reserves and environmen(a) i'e..">erves. Investment tax credits have: 
been recognized under the flow-through method, as a t."ll< reduction in the year in which they became available. 

A(cumulatcd undistributed earnings afrer c:L\':CS for the Canadian sub..">idiary ::~mounted to approximately 
$35,800,000 at Fcbru:uy 28, I 989. No provision fOr C.nadian withholding or Unired States federal income taxes is 
necessary~ as it is m.a.n~gemenes intention that dividends will be paid only ut\dc::r circumstances which will not 
generate additionalner ra.x cosr. 

Earnings Per Share 

Eamings per common share 3JC based on the yvdglucd average number of shares outstanding during each year 
(8,801,710 fOr 1989, 8,764,343 for 1988, and 6,686,885 for 1987). There is no m;,erial dilution due to outstand­
ing stook options. 

Statement of cash Flows 

Th(: Corpor.uion considers cash on hand, ccrrifica[CS of deposit and short"tc:rm m;uketOlble .sc::curitics as C!.lsh for 
purposes of the stan::menls of cash flmvs. The ctfcct of changes in foreign c:xchangc rarcs on C3Sh balar.~.;e.s i;) not 
significant. Ccrtaln reclassifications have been mo'lde to [he prior ye:m' amow':lfS t:0 confurm to the current year's 
prcscnr"tion. 

• 
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Notc2 

lnve'ttturieJ 

JJwcntories consist ()rim:arily of finished goods. The methCKI. of vah~;\tion of invcnrories ;l'C balance sheet dat~l) 
was as tOllows: 

1989 1988 

At CoJt (last-in, first·OU! method) $79)56 $82,661 
At U)!V<r ofCoJt or Market (overnge cost method) 18,276 15,974 ----

$97,532 $98,635 

If the invcmories v::Uucd on tl10 LIFO method had been v:Uued at first·in, first-out (FIFO) costs, they would 
have been $22,035,000 and $14,465,000 higher than reponed" February 28, 1989 and February 29, 1988, 
n:spectivdy. 

Note3 
Long-Term Dt!bt atJd RevoiPi'l'!jJ Credit f\!lrecment 

TI1c long-tcn11 debt of the Corporntion and its subsidiaries at balance sheet dates was as follows: 

Sem'or De/7t: 
Industrial n:vcnuc bonds, 72% of bank's prime, secun:d by 

certain real property, payable in installments to 1994 
Industrial r<:vcnue bonds, 9.13 to 11.15%, secured by ccrtaill 

real property, payable in installmcnrs tol993 
Industrial revenue bonds, 6.25 to 7 25%, secured by certain 

real property, payoble in inslllllments to 1998 
1\J:volving credit •Sf<!cll'l«lt 
Term credit agreement, 9.84%, unsecured, payable in cqu::U 

annual instilllmel>tS ltotn 1991 to 1995 
Reclassified shotN¢11ll debt (Note 9) 
Other 

SulJI!rdim<ted Debt 
9.75% subordlftated sinkjng fund dcbemure.s~ p01y::~blc in instalh'r'lt::T'lt!' 

to 1999, net of unamortized debenture discount 
Subordinated note, at prime rate~ sccun:d by certain real property, p~yable 

in insr::Ulments of $200,000 per year with b:dancc due in 1991 
Capitalized L:asc Obli,gatiom 

5.09 to l 1 .75%~ S~.::Curcd by cc:rt;;~in real propcrty1 payable in monthly 
installments to 2017 

1989 

$ 8,400 

3,150 

2,500 
30,000 

20,000 
25,000 

890 

2,197 

7,740 

6,019 

l05J896 

1988 

$ 9,450 

3,600 

2,625 
60,000 

25,000 
747 

2,342 

7,940 

6,433 

118,137 
Less current portion ------------·---------· .. ,. ________________ _ 2,787 --~-2,464.:__ ____ _ 

Net long-tcnn debt $115,350 ---· ·;.$1 .. 0_3;,;,,4.;.3J..------;....;.;.;..;. 
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Matu.ritics oflong-tcrm dtbt tbr the fiscal years ending 1991·1994 ore as follows: 

1991 
1992 
1993 
1994 

13,034 
5,357 
5,381 
5,192 

In connection with certain industrial revenue bonds, funds totalling approximately $500,000 at February 28, 
1989 are invested through a trustee, restricted for usc in specific construction projects, and are included in tUl 
properties held for sale and long· term receivables on the balance sheet. 

Through a revolving credit agr<:c:mcntwith a group ofbrutks, the Corporation and irs subsidiary, Van Waters 
& Rogers Inc., may borrow up to $95,000,000 at prime mte, certificate of deposit rate plus 7/8% or LJBOR plus 
7/8%, at the Corporation's option. The commlto1cnt reduces by $10,000,000 on March l, 1990 and 1991, and 
expires on December 31, 1993. The agreement also requites collected balances of5% on outstanding balanc~:S, or 
the payment ofli:es in lieu thereof, and fi:cs of3/8% on unused commitments. 

The long-term debt instruments include pmvisions specifYing minimum cum:nr mtio, tangible net wo.-th, 
debt/tangible net worth ratios and net tangible ass<!S/debt ratios. Under the most restrictive of the financial ratios, 
d1e Corpomcion's tangible net worth cannot be less than $77,000,000. 

VWR Corporation, in connection with im spin-off on February 28, 1986, continues to guamntee approxi· 
mardy $7,740,000 of the Corporation's subordinated long· term debt. 

Note4 
Qp.antrly Rnan,ial Data (Unaudited) 

Fim s.t. .. d Third Fourth 
(Th>.,. • ., •f ~"'"""' """',... ,m,,., ""'"') Q!UI;-ttt' Qp- Q!i,A~tr Q .. -

1988/1989 
Sales $323,973 .$339,419 $328,843 $315,630 
Gross Margin 45,308 47,919 47,966 46,533 
Net Income 4,070 6,042 5,212 4,649 
Net Income Per Share .46 .69 .59 .53 

1987/1988 
Sales $275,116 $285,173 $284,307 $272,683 
GmssMargin 41,799 44,515 42,415 38,116 
Net Income 2,769 3,611 2,254 2,529 
Net Income l'cr Share .32 .41 .26 .29 

1986/1987 
Sales $133,495 $134,583 $173,464 $251,737 
Gr=Margin 19,129 19,346 25,808 39,092 
Net Income (Loss) 382 319 1,040 (1,029) 
Ncr ll1cOme (Loss) l'cr Share .o7 .06 .16 (.12) 

-
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NoteS 

Stock Option~ and Restricted Stotk A1Mrds 

The Corporation's Stock Option Plan adopted in 1982 provides !Or the granting of options to officers or key 

employc:c:s to purchase Common Stock. For incentive stock oprions the option price ca.rmot be less th:m the fair 

market value of the Common Stock at the date of gr;mt. Non-qualified stock options may be granted at less than 

the fur market value of the Common Stock. Options become exercisable at the rate of 20 pcn:ent pet year 

beginning two years after the dare of gram, and expire ten years after the date of grnnt. The maximum number of 

shares available for issuance under the Plan is 122,464. 
The Corporation's 1986 Long-Term Incentive Stock Plan provides !Or the grnnting to officers and key 

employees of non-qualified stock options, incentive stock options, and restricted stock awords. The terms of gr;mt 

for non-qualified and incentive options arc similar to the 1982 Plan; however, options may be exen:isabk as deter­

mined by the committee of the Board which administers the Plan. Restricted Stock Awards (RSAs) may bc gr;mtcd 

or sold to key employees for not less than the aggregate par value of the shares covered by the a word. RSAs may not 

be sold or ocl1e!Wise disposed of during the established restriction period. The maximum numbcr of shares available 

fix issuance under the Plan is 350,000. 
During the year the Corporation grnnted Restricted Stock Awards (RSAs) of 32,374 shares of stock to certain 

key employees pursuant to the 1986 Long-Tcnn Incentive Stock Plan. The market price at the date of grant was 

$17.44 pet share. As of the date of grant the fair market value of these stock awards tocalled approximately 

$565,000 which amount has bcen deferred and, along with the remaining deferred portion of RSAs issued in prior 

years, is being amortized to operations over a six year period. At February 28, 1989 unamortized deferred stock 

compensation expense of approximately $879,000 is dassified as such in the equity section of the balance sheet. 

The committee:: of the Board of Directors which administers the Plans may, at its discretion, determine the 

number of shares, the purchase prie<, applicable vesting periods, and any other terms of each option or aword. 

Options llid awards includ~ provision for ac.c.derarion of such ~ppliablc vesting pc:riods in the: event of certain 

transactions which may n:sult in a change of contrOl of the Corporation. 

Under the 1982 and 1986 Plans, a total of 13,155 and 122,949 shar~ were available ror grnnr, respectively, at 

February 28, 1989. 
The rollO\viog table summarizes activity in cl1e Plans: 

N1m1bs- of Shares 
A.V4J"l~ 

R.mrimd fw Ff;tun: 

Ut11ln Su><k Op~~(IY' 

OptUm A111udr Awa,.J l'>i«~ 

Outrtanding, March I, 1987 172,967 74,259 225,238 $7.62. $11.81 

Gran red 1,900 1,900 (3,800) 19.94 

Exercised (7 ,267) 10.09 

Outstanding, February 29, 1988 167,600 76,)59 221,438 7.62. 19.94 

Gra .. n.tcd 67,919 32,374 (100,293) 17.44 

Exercised (13,292) 7.62. 11.81 

Cancelled or expired (12,297) (2,662) 14,959 8.38. 17.44 

Outrtanding, Felmtary 28, 1989 209,930 105,871 136,104 7.62. 19.94 

F=rr.i!R-ble at February 28, 19119 81,191 
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Note6 

Pension Flam 

The Corporation and its subsi<tiaries h.ve pension plans covering substantially all c:mployccs, cxduiling those 

employees covered by unions whkh operate plans independent of the Corporation or;,. subsidiaries. Non-union 
dome:sric pension bc:nefit.s arc: based on years of credited service and highest five year average compensation. Contri­
butions to the plan arc based on the Projected Unit Credit actuarial funiling method and :trc limited to :trnounts that 
m currently deductible for tax purposes. Contributions arc intended to provide for benefits octributed to service to 
date and benefits expected to be earned during the plan year based on projccttd final average compensation. 

Effective March 1, 1987, the provisions of Statement of Financial &counting Standards No. 87, "Employer<' 
Accounting for Pe:nsioo.s/~ were adopted! with respect to the domestic pension plan. with no significant impact on 
fiscal year 1988 pension expense. Tom! pension expense ( excluiling union-sponsored collectively bargained plans) 
was $1,878,000,$972,000 and $270,000 in llscal year< 1989, 1988 and 1987, respectively. 

The fullowing table se~< forth rhe domestic plan's funded status and :trnounts recognized in rhe Corporation's 
consolidated balance sheets at f<:bl'Uary 28/29: 

(ThotiSJJ.W •f ulliml 1989 1988 

Act\IJ!I:ial present value ofberu:6t obli£,1ltions 
Vc.s\l:d $23,685 $21,567 

859 

Aet:UJnulatcd benefic obli£,1ltion .$24,544 $22,232 

Projected benefit obligation $31,736 $29,024 

Projected benefit obli£,1ltion in exc= of plan assets 3,344 3,402 
net transition obli£,1!tion (422) (455) 
net loss 

fu:croed pension cost, included in accrued liabilities in the Company's 
consolidated balance sheet $ 1,670 $ 1,076 

Net domestic pension expense includes the fullowing components: 

(Tho..,nds ofd.n.n) 1989 1988 

Service cOst (benefits e:trned during the llscal year) $1,250 $ 962 
lnrcrest cost on projected benefit obli£,1lcion 2,916 2,380 
Actual return on pia)) MSets (3,132) (571) 
Net amortization atld dcferml 610 (1,965) 

Net domestic pension expense $1,644 $ 806 

The weighted average diS<ount r>re, the rate of incre•<e in future compensation levels, and the expected long­
term rate of return on plan =ts used in dctem1ining the actuarial present value of the projected benefit obligation 
as of March I, 1989 and 1988 were 10%,6% and 10%, respectively. The expected long·«rm rate of return on plan 
assets \Vas 10% for 1987. The market value: of assets, which consist primarily of cash equivalents and equity securities~ 
is as reported by the trustee bank serving rhe pension plan. 

Ce.,.;n <<nployees are covered under union-sponsored collectively bargained defined benefit plans. Expenses 
for d1csc plans were $607,000 in 1989,$496,000 in 1988 and $429,000 in 1987, as dererrnincd in accordance with 
negotiated labor contracts. 

• 
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Provisions of the Multi· Employer Pension Amendments Act of 198o require par6cipating employers ro 

assume a proportionate share of a mul'ri·employc::r plan's wtfunded vc.s.r~d lx:11~fits in the: event of withdrawal from or 
temtination of such plan. Information concerning the Corporation's share of unfunded vested benefits is not 
av:lilable from plan adminisunwn;. Provisions of cl1e Act may have the effect of increasing the lcvd of contributions 
in future years. 

Non-union employees of the Company's Canadian subsidiary are covered by a pension plan. Commencing in 
1990, the Company will be required to adopt certain accounting changes regarding its C•nadian plan under FIISB 
Statement No. 87. However, d1e Company has not detennined the impa.:t, if any, of such changes. Plan assets 
exceed the actuari:illy computed vested bene6ts of the plan at December 31, 1988 and 1987. Petlsion expense 
und<r the Canadian plan was approximately $234,000 in 1989,$166,000 in 1988 and none in 1987. 

Nou7 
Other Retirement: Benefits 

The Corporation provides certain medical benefits to pensioners and survivors. Substanri:illy :ill of th< Corpo· 
ration's employees may become eligible lbr those benefirs if they reach retirement age while still working fur the Cor· 
poration. The cost of retiree Md survivor medical benefits is recognized as expense as cl:lims are paid. The program 
went into effect on October 1, 1986 and costs under me program were not signi.fieant for 1989, 1988 or 1987. 

Not<B 
Intome TllXtS 

lncome befOre provision for taxes on income for the years ended February 28/29 comprised the following; 

1989 

$24,932 
8,925 

$33,857 

Provision for t:axes on income consisted of the following; 

('Ihoum.nds of dol.l.a.71) 1989 

Current-
Federal $ 6,639 
State and local 1,573 
Foreign 4,\ll 

12,323 

D<fimd-
Federal 1,292 
State and local 413 
Foreign (144) 

1,561 

Total provision for tRX&1 010 intom< $13,884 

1988 1987 

$14,836 $(2,761) 

$21,436 $ 1,495 

1988 1987 

$ 6,929 $1,235 
2,035 198 
3,342 1,972 

12,306 3,405 

(1,917) (2,229) 
(44) (415) 

. (72) 22 
(2,033) (2,622) 

$10,273 $ 783 
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Deferred income taxes result from timing dif&re.nccs in the recognition of certain items for income tax :tt~d 

financial statement purposes. The soun:c:s of these differences and the tax tffect of each for the ye3l'S ended Fcbnaary 
28j29 w<re as fullow:s: 

(Tho Hmnd$ •f doiiRrr) 1989 1988 1987 

Depreciation $1,176 $ 1,843 $ 996 
Self·imurnncc reserves 136 (826) 461 Environmentall't$erves 649 (2,361) (1,691) 
Acquisition basis allocations-net (844) (2,406) 
Inventory valuation ( 181) (545) 
Softwm: d<VC1opment 616 
Other-net 9 (144) 18 
Total defc:rrcd provision $1,561 $(2,033) $(2,622) 

The accompanying financial Sll!t1:ments reflect dfective tax rates of 41.0% in 1989, 47.9% in1988, and 52.4% in 
1987. An analysis of the diffi:rences between these rates and the Federal stntutory rate is set fOrth below. 

1989 1988 1987 ('llmuJ••JJ •f lk/Jn.n) Ammmt Prrmrt Anmmt J>woon• Am"unt Perttnl 

Federal lliX ac •ratutory rate $11,511 34.0% $ 8,146 38.0% $687 46.0% 
Srate ll!Xes, net of federal tax benefit 1,311 3.9 1,234 5.8 (ll7) (7.8) 
Rate diffi:rcotial for foreign income 932 2.8 762 3.6 36 2.4 
Investment t:l1X credit-net 4 .2 
Other-net 130 0.3 131 0.5 173 !1.6 

$13,884 41.0% $10,273 47.9% $783 52.4% 

Federal income !\'IX returns of the Corporation have been audited by the Internal Revenue Service and settled 
through February 28, 1981. 

In December 1987, the FASB issued Statement No. 96, "Accow1ting fur Income Taxes" ("Statement 
No. 96"), adopting the Uability method ofaccoW'lting fur deferred income taxes. In December 1988, the FASB 
extended final implcmcmation of that pronouncement by one year. Stntcment No. 96 must be adopted by the 
Corpol'ation no later than the fiscal year ending February 28, 1991. Under the provisions of Statement No. 96, the 
Corporation may recognize the impacrs of adoption by recording the prior year;' cumulative effect of the new rules 
entirely in the year of adoption or by rcstnting all financial st.\tcmentli presented. Whlle the Corporation currently 
docs not expect that adoption of Statement No. 96 will significantly impact the amount of earnings ret:lined in the 
business, deferred raxes will have to be adjusted to reflect federal income tax rates in effect at the time of adoption 
and to give dl'ect to temporary differences for which no deferred taxes had been previously provided. 

Not<9 
Notu P~ble 

As ofFcbruary 28, 1989, the Corporation had regular domestic and forcign short·t<rm lines of cr<:dit of 
$30,000,000 with loans against these bank lines of$11,777,000. ln addition, the Corporation h~d $25,000,000 of 
commercial paper outlitanding. "lbe approximate averngc aggregate short-term borrowing and wcighted average 
short· term interest costs were $37,475,000 and 9.2% in 1989,$33,297,000 and 7.7% in 1988 and $31,450,000 
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and 6.6% in 1987. The maximum amount ofshort-tc.rm bon·owing during r:he year was $50,000,000 j,) 1989, 
$46,500,000 in 1988 and $40,200,000 in 1987. 

At February 28, 1989, $25,000,000 of commercial paper borrowing was reclassified to long-term debt, based 
upon available refinancing d1rough rhc revolving credi~ agr~cmc.nt. 

To compensate its banks for d1!!: availability of short~tcrm and long·tcnn c:rtdit1 the: Corpot:~.rion has informal 
agreements tO maintain average cash balances varying up to 5% of the available c.rcdit, or in ccrrain cases to pay fees in 
lieu thereof 

Note 10 
l.£ascs 

Rental expense was approximately $6,613,000,$5,554,000 and $5,167,000 for 1989, 1988 and 1987, re· 
spcctively. The Corporation and its subsidiaries occupy some leased premises and lease some other equipment. 
l.<:ases cl\0< qualifY as capital leases, as defined in Statement of Financial Accounting Standards No. 13, have been 
capitalized. The amount of such capitalized leases included in property, plant and equipment and the r:clarcd 
accumula<ed amortization was $6,558,000 and $2,671,000 in 1989, and $7,493,000 and $1,188,000 in 1988. 
l.<:asc amortization is included in depreciation expense. 

Fun>re minimum lease payments as of Febmary 28,.1989 under capital leases and non-cancellable operating 
leases1 having initial lease terms of rnore than one year, are as foUows: 

Tt-n.rr Emli1VJ R:bnmry 28129 Capital o,..•"D 
(7fflms11-nd! of dmlan) I..., u""' 

1990 $ 805 $ 6,073 
1991 802 3,828 
1992 802 1,663 
1993 789 1,391 
1994 725 1,053 
Thereafter 6,596 1,317 

Toral n1inimum lease p;:~yments 10,519 $15,325 

Less amounts representing interest 4,500 

Present value of ner minimum lease payments $6,019 

The present value of the net capital lease payment> is pr:cscntcd in the February 28, 1989 balance sheet as long­
term debt. 

Not< 11 
Acquisition 

On December 5, 1988, the Corporation's United Stores subsidiary acquired the asset> and certain liabilities of 
d1c domestic pest conrrol chemical dL<tribution business of Southern Mill Creek Products Co., Inc. (SMCP), a 
subsidiary of Crompton & Knuwlcs Corpontion1 for approximately $31500)000 in cash. In C"onnection with the 
ac:qu.isition, the Corporation received assets with a fair value of approximately $8,4001000 and assumed certain fixed 
liabilities r:otalling approximately $4,900,000. 
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The acquisition W'lS accounted for as a pun;ha.,111e. The preliminary net as.se~s are included in r.he accompanying 
consolidatc:d ba1ancc sheet at values representing an allocarion ofrhc: purchase cost to such net asscts

1 
which approxl~ 

ma~e r'f"'4rket valuation, pending final determination of the fuir value of the net as..~t.." .acquired, If the domestic pesr 
concrol chemical distribution ofSMCP had been acquired at d1e beginning of the fiscalyeu, clle effect on per share 
resulrs of operatio>>S for me year ended February 28, 1989 would not have been significant. 

On Au!!'"« 1, 1987, me Corporation's Canadian subsidiary acquired oll of me outstanding shues of King 
Agri-Servc Inc., an agricultural chemical distributor wim operations in Canada, for approximately $375,000 in cash 
and a $375,000 no<e, payable over rhrcc years. Cerrain additional consideracion to King Agri-Servc lilc. sharehold­
ers may be: required depending upon the future pcrfi.'1rmance of those operations. ln the: opinion of management, 
the amount of such additional consider.\rion~ if any, would not~ significant to che Corporation1s fin:mcia.l condi­
tion. The acquisition was accounted for as a purchase and resulted in acquired goodwill of approximately $750,000. 
King Agri-Scrvc Inc. continues to be operated as a wholly-owned subsidiary of the Corporat:ion,s Canadian subsidi­
ary. If King Agri·Serve had been acquired at the beginning of the llscal yeu, the effect on per share results of 
operations for the year ended Febn1ary 29,1988 would not have been significant. 

Effective November l, 1986, Univar Corporation acquired substantially oll of the assets, subjeot to certain 
liabiliric:s, ofMcKc.~~on Chr:rnkal Co.~ one of the leading national distribumrs of industrial cbernicals.1 for approxi· 
mately $67,000,000. Funding was provided through the issuance of3,053,000 sh3tCS ofUnivarcommon stock and 
$1,000,000 in cash to Pakhocd Holding N.V. of Rotterdam in exchange for all of the O<>tsranding stock of a 
Pakhocd subsidiary, capitllliud by Pakhocd with $26,000,000 in cash and holding an asset purchase contrnct for the 
assets of McKesson Chemical Co. This acquisition WliS accounted fur by the pur<;ha;u; mecl1od. McKesson Chemical 
Co.'s net assets ore included in the accompanying consolidated balance sheet at values representing an ollocation of 
the purchase cost to such net assets, which approximated but did not exceed market valuation. Operating reS<~ts of 
McKesson Chemkru Co. from November I, 1986 h~ve been included in me consolidated statements of income 
from th;\t d~te forward. 

Note 12 
litigation and Conti'I!JencieJ 

The Corpora cion is involved in various contr3ctual, warranty and public liability cases and claims which ore 
considered normru to the Corporation's busine.<S. 1l1e liabilities for injuries to pell)Ons or prOperty arc generally 
covered by liability insu=cc and the deductib.le portion of me liabilities, where applicable, has been accrued in d1ese 
financial statements. 

Univru· and rc:larc:d c:nridcs h:;~.ve been named as '~potentially responsible: parties~ relo.tive to deanup costs 
associated with twenty-one separate waste disposal or waste n:cycling sites which uc me subject of separate investiga­
tions or proceedings concerning aUegcd soil and/or groundwater pollution. On "'""'Y of these >it<:S, the Corporn­
tion could rcchnicolly be liable for the total costs of cleanup under the principle of joint and scvcralli>bilicy. How· 
c.vcr, v.~th rc:~pcct to r:;a.;:h site~ numerous od1cr compa.o.ics arc similarly identified and as~ practical matter most of 
them will share: in the deanup t::osr:s. In all of these cascs1 the Corporation is a "sn);;l]J f!;e1'len:ttor.,.. in that the Corpom· 
cion's volume of waste delivered to the disposal sites represents I<Ss than 2% of the total wastes at <:11ch site. 

Eleven sites owned ot formerly owned by the Corporation and one !wed sire are the subject of separate gov­
crruncnt proceedings or investigations concerning alleged soil md/or groundw'~ter contamination. With n.:spcct to 
twelve other c:Ii'Vironmental nlatters, the Corporation has been or in the fi.Jturc may be asked to contrib~,.~~e to the 
costs of cleanup. 

While the results of the proceedings 1.\nd dainlS against the Corporation arc not prcsc:nrly dctem1inable) based 
upon the intOmurion presently avaibble) roanagemenr bdieves that the ammmt of losses that might be sustlined 
from these cases is not likely to matcdally ;;Ufect dlc Corporation's fi.n;'lncial position or operations, 

The Corpomtion believes it is not practicalr;o purcha..'>C broadwbascd liability coverage tOr envirorum:ntal con· 
t<Unir'larion. It has1 ho,vever~ purchased substantial amounr..s of insurance in excess of a deductible for certain named 
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• 
environmental perils, and hil.'> provided reserves to cover estimated remedial costs of currcnrly known c:nvitonmenta.l 
rna~- At February 1989 and 1988 the Corporation had resentes for enviroru:nenr:al m3.tte:rs of approximately 

$9,700,000 and $11,300,000, respectively. 
As an indusnial chemical distributor and handler of hazardous and pOtentially hazardous waste ma«:rialsj com­

pliance with environmental laws will continue to lmpact the Corporation's opcrarions. For the years 1989 and 1988) 
the Corporation spent approximately $2,600,000 and $1,600,000, respectively, relating to environmental mattm 
tOr elective actions and to comply with federal, state or local enviroruncntal regulations. 

Effective February 28, 1986, the Corporation distributed all of the outstanding stock ofVWR Corporation to 

its shareholders. The Corporation remains contingendy liable fur approximately $!,500,000 ofVWR Corporation . 
debt which cames Univar's guarantee and is secured by VWR property, plant and equipment. 

Effective March 1, 1984, the Corporation distributed all outstanding swck of PENWEST, LTD. to its share· 
holders. The Corporation remains contingendy liable fur approximately $5,500,000 ofPENWB.'>T debt which 
camcs Univar's guarantee and is secured by PENWEST property, plant OJ>d equipment. 

Note13 
lndumy Segment Inform~<l'i!m 

Univar Corporation operates in only one industty segment (chemical distribution) in bnth the United Stares 
and Canada. Foreign operations in Canada, included in the consolidated statements for fiscal years 1989, 1988 and 
1987, had sales of $194,102,000, $150,646,000 and $123,924,000; oper•ting income of $8,252,000, $6,364,000 
and $4,258,000; identifiable assets of$65,396,000, $57,222,000 and $43,044,000; depreciation and amorti>ation 
expense of $1,054,000, $1,000,000 and $981,000; and capital cxpendinues of$2,882,000, $699,000 and 
$503,000, rcspec'livdy. 
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• MANAGEMENT RESPONSIBILITY fOR FINANCIAL DATA 

The management ofUnivar Corporation has prepared and is responsible fur the integri!Y and fuimess of the 
financial Statements and other financial infonnation presented in this annuaJ report:'. The statements have been 
prep;tred in accordance with generally accepted accounting principles and~ to the extent appropriate~ include. 
amounts bt~scd on managc:mcnes judgment and/or estimates. In order to discharge its re.<r»poi'ISibiliries for these: 
financial statemcnt5 and information~ management ma.int:a.ins accounting systems and related internal contrOls. 
These controls are designed to provide reasonable assurance:: thar cransactions are properly authorized and recorded) 
tha~; assets arc safeguarded) and that financial records arc: reliably maintained. The concept of reasonable assui,l!)ce, 
however, incot)Xlrates an ack.J'lOwledgmcnt that the cost of a control system must be related to the benefits derived. 

Univar monitors rhc effectiveness of and compliance \vith its control systems through " full time internal audit 
program. Mhur Andersen & Co., as a part of reaching its opinion~ reviews the: programs and coverage undctakcn 
by the internal audit group. , 

Management has reviewed the recommendations of both the internal auditors and of Arthnr Andersen & Co., 
and has responded in wlm we be~eve to be appropriate and cost effective ways. 

The Audit Committee of the Board of Directors, which is composed solely of om;sidc directorS, meets periodically 
with management ru1d with the internal and independent auditors to review the quality of &oancial reporting, the 
operation and development of the internal control systems, and the results of internal and independent auditors. 

The independent a<lditors and also the internal auditors each regularly meet with the Audit Committee without 
the presence of 3.IlY other parties. 

Ni<oiaa.r Samrom 
Senior Vice President­
Finance and Adrninisn"ation 
(GhicfFinantiaJ Oflker) 

Apri121, 1989 

• 

Gary E. Pruitt 
Vice President and Treasurer 
(Chief Accountiog Officer) 

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 

To the Shareholders ofUnlvar Corporation: 
We have audited the conso~dated balance sheerS ofOnivar Corporation (a Delaware corporation) and subsidi· 

aries at February 28, 1989 and February 29, 1988, and the related consolidated statements of income, shareholdern' 
equity and cash flows fur each of the three years in the period ended Febn••l)l 28, 1989. 'These financial statements 
are the responsibility of the Corp6ration's management. Our responsibility is to expre.;s an opinion on these linmcial 
statements based on our audill!. We did not audit the financial statements of the Corporation's wholly-owned 
Canadian subsidiary, which statements rdlect total assetll and rota! revenues constimtiog approximately 15% of the 
related conso~dated mmls. Those statements were audited by other auditors whose report has been furnished to us, 
and our opinion~ insofar as ir relates to the amowm: included for d\e sub.sidiaty1 is ba:ic:d solely on the report of the 
otllcr auditors. 

We conducted our audits in accordar>c"e with generally accepted auditiog standards. Those standards requite 
that we plan and perfOrm the audit tO obtain =nablo asslU'>Ilce about whether the financial statements arc &cc of 
material misstatement. An audit includes examining~ on a test basis~ evidence supporting the amounts and disclo­
sures in the financial statements. An audit also includes =ing the accountiog principles used and significant 
cstim:nes made by management, as well as evaluating; the overall financial stafcmem: presentation. We believe that 
otU" audirs and the Il:port of other auditors provide a rca.o;;onabk basis for our opinion. 

In our opinion) based on our audits and the report of other auditors, the consolidared financial !ttatcmcnts 
referred to 01bove present fuirly) in all material respects~ the financial {X)Sition ofUniva.r Corporation and subsidiaries 
at February 28, 1989 and February 29, 1988, and the consolidated rc:sultll of ill< operations and cash 6ows for the 
yca.r,; then ended, all in confonniry wir.h generally accepted ~ccounting principles, 

Sc-a<de, Washington 
April2l, !989 

Arthur And<rrm & Co. 
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-FIVE-YEAR FINANCIAL SUMMARY 

For W Fli&nl TearJ E,ul~d Fdm•ary 2/Vl~ 
(Dxmwuts of doi/MJ1 wept per shaN: data.) 1989 1988 198;J'Il 198(f'l 1985"' 

Soles $1 ,307,865 $1,117,309 $693,279 $538,388 $546,905 

CO<r of sales 1,120,139 950,464 589,904 458,297 470,223 

Gross margin 187,726 166,845 103,375 80,091 76,682 

Operating e:<pe':""' 145,560 137,589 96,733 68,745 67,553 

lncome from opcmcion.s 42,166 29,256 6,642 11,346 9,129 

Interest expense (11,443) (10,315) (6,198) (6,019) (8,241) 

Ot:hcr income----net 2,495 1,051 1,252 14,394 

Income befOre provision for taxes 33,857 21,436 1,495 6,579 15,282 

PrO\~sion for taxes 1 10,273 783 

Nee income from continuing operations 19,973 11,163 712 4,259 10,035 

Net income from distributed 

Net incorne $ 19,973 $ 11,163 $ 712 $ 10,650 $ 15,810 

Weighted average common shares ourntanding 8,802 8,764 6,687 5,615 5,544 

Net income per share from 
continuing operations $ 2.27 $ 1.27 $ 0.11 $ 0.76 $ LSI 

Net income per share from 
distributed 1.14 1.04 

Net income per share $ 1.:27 $ 0.11 $ 1.90 $ 2.85 

Cootinuing operations only: 

• Cash dividends declared per share $ 0.40 $ 0.20 $ 0.20 $ 0.32 $ 0.43 

Total """'ts 431,428 394,667 346,555 186,976 190,952 

Total debt 117,673 120,932 lll,634 65,819 68,895 

Long·termdebt 103,432 115,350 102,776 59,401 56,540 

Working capital 63,739 67,171 51,201 30,783 32,494 

Shareholdcn;' equity 114,728 96,254 85,068 45,000 43,373 

!look v.Jue per share 13.14 11.08 9.80 8.03 7.73 

Return on beginning equity 20.8% 13.1% 1.6% 9.8% 27.6% 

m R.tfle,;t:r MquitiUvn of Mci!Cnwn OmnittJ.l Q. ejfot:fi:pe Ntmmba' 1, 1986 (Stt N(Jt(.ll), 
rlJ ft.tpY&Jtntrjiprr:sfor t(mtit~ui'Uf opt:ratiO'nl ll/U~.iMr Owpurtt.r:i.fJn ajtlr givinp efj'r.tl tt!/j'iH-ojfofVWR Qrpt)t'f.U'i(ln on Februtrry 281 1986 ($1e Note 12). 

BR001718 



James H. Wiborg (1964) '·' 
Chairman and Chief 

Srrategist 
Univor Corporation 

James W. Bernard (1986) '·'"' 
President and 

ChiefExecurive Officer 
Univor Corporation 

H. P. H. Crijm (1986)' 
Chairman, Managing Board 
Pakhocd Holding N.Y. 
Oil and chemical storage and 

transportation 

Richard E. Engcbmht ( 1984) '-' 
President and Chief Executive 

Officer 
VWR Corporation 
Industrial distribution 

]"mesH. Wiborg 
Chairman and 

Chief Strategist 

J"mes W. Bernard 
President and 

Chief Executive Officer 

N. Stewart Rogers 
Senior Vice President 

-BOARD OF DIRECTORS 

Mark W. Hoop<r (1986)' William K. Strt<t (1975) 1•1 

President President 
Pakhocd Dcvclopmcnt Inc. The Ostrom Company 
Oil and chemical storage and Mushroom growers and 

tranSportation distributors 

CurtisP. Lindley (1984) 1·-1' Nicovander Vorm (1987) 1 

Chairman of the Board Chairman-Executive Boord 
PENWEST, LTD. HAL Holding N.V. 
Grain processing Investments 

RobertS. Rogers (1970) '·' G. V<rhagen (1986) 1•1 

Pr<:sident Managing Dir<:ctor 
Lands-West, Inc. Pakhoed Holding N .V. 
&crcational real esrn.te Oil and chemical storage and 

dcvclopets rransportation 

Andrew V. Smith (1982) 1
·' lilwry Wyatt (1975)"' 

Executive Vice President ConS<~tant and &tired 
US WEST, Inc. Senior Vice President 
Tc:Iccorrununications. The Weyerhaeuser Company 

For<:St products 

• OFFICERS 

B<Van A. Cates 
Senior Vice President­

Sales, Marketing and 
Material Management 

Dick A. Davis 
Senior Vice President~ 

Operations 

James L Fkttbtr 
Senior Vice President­

Environmental and 
Corporate Affuh> 

Nit:o!a.as Samsom 
Senior Vice President­

Finance and 
Adminis~:ration 

Albert C. MeN eight 
Vice President 
President, Van Waters & 

Rogers Ltd. 

David C. Gentry 
Vice President~ 

Human Resources 

Emeritus 
M.MHarris 
NatS.Rogm 

() T,.-Br ofdutit:m JIJ l)i'Tr!~l.ltT 

of Uni.Par CorporiiJion .w itr 
pnd~mr>Jr 

1 Audit Comminu 
2 Compenmti.m Commi.ttee 
3 E.:.:ecutiTJe Committu 
4 Nominatin,g Comm-int:t: 
S Rt:tirt:mt:t1t Plan C!1mminu 
6 P~tbli' Policy C..ommimt: 

Gary E. Pruitt 
Vice President and Treasurer 

Guenter Zimmer 
Vice President-Engineering 

Ban;y C. M"ulding 
Corporate Secrerary 

David E. Olson 
Assistant Treasurer 

BR001719 



Corpqrate Offices 
1600 Norton Building 
801 Scoond Avenue 
Seattle, WashingtOn 98104 
(206) 447-5911 

Form 10~[( 

1be Corporation's Annual 
Report on Form 10-K, filed 
with the Scamti<:s and 
Exchange Commission, will 
be available at no charge to 
shareholders upon request to 

Barry C. Maulding, Corpo­
rate Secretary, at the above 

address. 

Officers 

J~mtS W Bernard 
President 

B<~>an A. Cat<.< 

Senior Vice President-
Sales, Marketing and 
Material Management 

Di<k A Davis 
Senior Vice President-

Operations 

James L Fletcher 
Senior Vice President-

Environmental a.rld 
CorporatcAffilirs 

Olflcem 
Albert C. MeN eight 
President 

Paul H. Ho'!!fh 
Vice President-

Western Canada 

-GENERAL INFORMATION 

Counl<l 
Shidler McBroom 

Gates & Lucas 
Seatdc, Washington 

Independem Public 

Aaountants 

Aethur Andersen & Co. 
Seattle, Washington 

• 

Transfer 4!Jent and Rtgittrar 

Fim lmets<>re Bank Ltd. 

26610 West Agoura Road 
Calabasas, C,a]ifomia 91302 
(800) 522-6645 

Shareholder Ar:count 

Information 
First Interstate Bank Ltd. 

Shareholder Services 
(800) 522-6645 

PJUNCIPAL OPERATING UNITS 

Van Watm & Rqgmlnc. 
General Offices: 

1600 Nonon Building, 801 Second Avenue 
Seattle, WashingtOn 98104 

Nicolaas Sammn Darwin H. Simpm 
Senior Vice President- Regional Vice President-

Finance and &stem Region 

Adrnini.<tration N/Jffllll,n R. Ehmann 

TerranC£ H. Irlline Vice President-

Regional Vice Presidc.nt- Pest Cootrul Supplies 

Southwestern Region Gerald R. Fisther 

James F. Lacey Vice President-Marketing 

PJ:gional Vice President- David C. Gentry 
Central &gion Vice President-

Rod S. Nugent Hwn:m Resources 
:Regional Vice Pcesid(';nt:-

Western Region 

Van Watm & Roger:r Ltd. 
Gener.t Offices: 

Post Office Box 2009 
Vancouver, British Columbia, Canada V6B 3R2 

Hans Wu.!ttr 
Vice President­

B>stem Canada 

Fred Htrmesmann 
Trc:a.surcr 

R. Keith Yardley 
Secretary 

Muriel Mll4Ewen 
Assistant Treasurer 

Stock Exchange Listingt 
Common Stock 

New York Stock Exchange 
(Symbol UVX) 

Pacific Stock Exchange 
(Symbol UVX) 

9-3/4% Debentures 
Ne'• York Stock Exchange 

Anm.al Meeting 
Friday, August 25, 1989 
9:00>.m. 
Museum ofFlight 
9404 B>st Marginal 

Way South 
Seattle, Washington 

Dwight Landry 
Vice Presidcnt-ChemCare 

Daniel MtCMki/J 
Vice President 

Barry C. Maulding 
Corporate Secretary 

Gary E. Pruitt 
Vice President and 

Treasurer 

Gumter Zimmer 
Vice President-Engine<ring 

Barry C. Maulding 
Assistant Se<:r<tary 

BR001720 



Un1var 
CORPORATION 

1600 Norton J3uilding 
801 Second Avenue 
ScauJc, WA 98104 

BR001721 



., 

-- -·· ~ 
,.c 7~. ltt 
~~-~ 4 ~-

·-~~ 

.f)_/) l)~ :z:: Q ·-- ..... /.. - -""'l:!.£! .£ . 

;: ..... ~- ).7:'; tJ. --r.:-. "'!""/P:! 11lfh:. t: d 
----

J--T:-) ~ )-.;tP:-. -p;_ -- r ---
r' ,?. IJ }Jt..J. /, /#L .!..:., ~.._:_ m:, 

~__L_L~.=~ 
. 

-~--

. 

-
....- ~ -z;,:!!-ll.. - ¥ =-~ '100~, . - LL-

-- ~~ /l{.;(;;::..,k 
• ~~A <f MD ~{!:c5) 
~ "'% .. ~ .if? ~·J?.:/~~~ -
~~~ -

(/~ ~e~-:· 
-· 

.:i:i:!, _____ . ~ 6.$ - .r-~ R . 

··---~---

~·-~---~-

;;; _-tt~- <Jv..k-~..A~l:l2. ------
--------------------4--~--'P-u..g_r-cz. ..... k.. ,e,, :0 ...f4l ----------------·- -

&~ ,., t:· :t;·f& _c ~~-M~ 

. 

-TL ~ ~::~~ ~~~ ~ 
--·--·- --4~ .. ~~-:: .... ·-' _£. P.... • .<.. • ..:-t;:: ~· .,. ..P..,...../!..P. -· ;... .. 

--~·· 

. -·--·------~c:?'r{J 4- .... ~-' ------·· ... ·----···-·-····------.. ----·------·---

BR001722 





. 1/i/ <:/fie (1'' . __ _ __ _ _ .. 

.. c !Z1.~:-:. :l.b!' ./f ~ ...... " ..... -. --· 
.. ··-·······-········· .. ... . .. 

.. --···-·· .. ···- ____ !!~.;(-~ 

·------··--··- --·--·--·---·---HI -·---------- .. - .. ·- ·---·. - -............... -··-··· ·--·-·-· ·----·---····- -----·· 

!3 

......... ,.....-:....,._ . .... ... 

. .·.: .... ·.-' 

BR001723 



.. ·~······ .--· ---·--· ·-····--------·····-·- ·-- -------·-· ··-·-·· ··-·-·---··-·- .. ·--··-·------------·-·-· -··-·--·-··· ···-·---·······-··· ·--'·-· ·-·· ·-·- ·--· 

BR001724 



.. ' 

BRAMSTEDT 
and Assoc:iat~t.:!: h'ltorporated 

Financial consulting 

Bu.siness Valuations 

'lnanc:tal Analysis 

Evaluation 
of the 

Common Stock 
or 

ANGELES CHEMICAL CO. 

as of 
April 30, 1998 

Prepared by: 
Bnuustedt & Associates, Inc:. 
October 1998 

l40l Yl:illl Dd Mar Larie 11t>uron, CA 94920.1208 Tel 41:H.IIi!>-94118 l'ox 41('>o4M-94118 

114 SBnOQ"'e St., Suite 808 $an l"nnn<lo«>. CA 1>4 104-~818 Tel 41-2-9900 I'U 41 ~2,.6492 

BR001725 



BKAMSTEDT 
and ~~Oc;iat~ lm;:orporat4!:11 

rln:am;;lal Consulting 

BuSiness Vo~;~luatlons 

financial AnalysiS 

CONFIDENTIAL 

Employee Stock Ownersirip Plan 
Administrative Committee 

Angeles Chemical Co. 
P.O. Box 2163 
Santa Fe Springs, California 90670 

Attn: Mr. John Locke 

Gentlemen: 

October 12, 1998 

You have requested we establish the fair market value of the common stock of Angeles Chemical 
Co. for Employee Stock Owu~rship Plan (ESOP) purposes as of April30, 1998. 

Our evaluation places a fair market value of $1,215,881 on the common stock of Angeles 
Chemical Co. as of April 30, 1998. Based on 30,166 A and B common shares outstanding, the 
value per share is $40.30. This evaluation is based on an adjusted book value approach. 
The valuation conclusion was transmitted to John Locke on October 12, 1998. 

The valuation report was prepared by Bramstedt & Associates, Inc. as a subcontractor to Sansome 
Street Appraisers, Inc. 

Earnings prospects can change, as can the general economic climate. Federal regulations require 
that the Company's common stock be reevaluated at least annually for ESOT purposes. 

£;:: 

EMB:ew 
enclosure 

Very truly yours, 

BRAMSTEDT & ASSOCIATES, INC. 

~-?71. ~ 
Eric M. Bratnstedt, CPA 
President 

2402 VIola D<ll'lar Lane Tiburon, CA 94920.1208 Tel41~ I'Bx 411>4315-941111 

114 sarmontt: st .. Suite 808 san l"k'imdsa:J. Cit. 941()4...3818 Tet. 41~~ rax. 41~~92 
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I. INTRODUCTION AND SUMMARY 

The Administrative Committee of the Angeles Chemical Company, Inc. Employee Stock 
Ownership Plan has requested that we evaluate the common stock of Angeles Chemical Company, 
Inc. ("Angeles Chemical," "Anchem" or the "Company") as of plan year end April30, 1998 
in order to determine the minority interest fair market value of the Company's common stock 
for annual Employee Stock Ownership Plan (ESOP) reporting purposes and for use in common 
stock transactions involving the Company's ESOP. 

At April 30, 1998, Anchem's ESOP owned all10,166 B common shares of Company common 
stock (33.7% of the A and B common stock). During fiscal1998, Anchem made a $29,360 cash 
ESOP contribution. 

Company Overview 

Anchem is a closely held corporation with no present market for its common stock. It is a 
regional Southern California liquid chetnical distributor whose products are used in industrial, 
commercial and retail/consumer applications. Sales in fiscal1998 rose 15.4% year-to-year to 
$11.26 million (the highest since the 1980s). The long-term low sales point was $6.6 tnillion 
in fiscal 1995 after having been stable at about the $8 million level for fiscal years 1990-1993. 
Sales in the tnid-1980s were $12-$14 million. 

Following several years of operating losses in the 1990s, the Company reported a net profit of 
$348,000 in fiscal 1996 on a $542,000 (net) cash litigation settlement. In fiscal 1998 Anchem 
recorded its second (consecutive) operating profit in the 1990s of $191,000 and net income of 
$31,000. The 1996 Spencer & Jones litigation settlement liquified the Company's balance sheet 
and provided the economic resources to repurchase and retire outstanding shares from a retiring 
stockholder and pay off bank debt. 

Soil and underground water contamination conditions at Anchem's plant are continuously being 
monitored and tested, which has required significant on-going testing and other expenses. As 
of April 30, 1998 no major new environmental liability or remedial responsibility had been 
revealed, although the Company will have to begin to replace its underground storage tanks and 
conduct other remedial work by the end of 1998 at a considerable estimated cost. 

Like all chemical processors, Anchem and its customers have faced substantial environmental 
regulations and enforcement in the Los Angeles Basin. As indicated above, these have seriously 
impacted Anchem' s industrial business base and combined with the 1990-1993 California recession 
caused Anchem's sales to drop 20% in the early 1990s and the incurrence of operating losses 
in 1992-1996. 

Given the operating loss history, the ESOP valuation for several years has been prepared on an 
asset rather than income basis. An adjusted book value approach is employed in fiscal years 1994 
to 1998. The Company's fmancial position has included a large (shareholder) long-term note 
since January 1, 1994 and as of April 30, 1998 also reflects a former shareholder consulting 
agreement and an ESOP stock repurchase note, both dating from February 1997. These latter 
two obligations increased the Company's financial leverage (risk) at April 30, 1998. During fiscal 
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1997, the number of outstanding A and B conunon shares was reduced by 23,899 shares, or 44%, 
to 30,166. 

Valuation Criteria 

We have valued the common stock of Anchem based upon: (1) the pertinent regulations and 
principles promulgated by the Internal Revenue Service and the Department of Labor; (2) an 
analysis of the Company's fmancial statements, forecasts and other information; (3) discussions 
with management; (4) analysis of the relevant industry conditions; and other factors. 

The basic rules for valuation are laid down in Revenue Ruling 59-60 issued by the Internal 
Revenue Service in March 1959 (as modified by Revenue Ruling 65-193). The rulings define 
"fair market value• as follows: 

• ... the price at which the prtlpeXty would crumge hands between a willing buyer and a willing s;,ller 
when the fonner is 1101 Wider any rompulsion to buy and the latr..r is not Ullder any compulsion 
to sell, both parties having te~L~onable knowledge of relevant facts. Court decillions fn:quently state, 
in addition, that the hypothetical buyer and seller are assumed to be able, as well as willing, to 
trade and be well informed about the property and concerning the marl:et for such property. • 

This definition is widely accepted and used in courts of law and in tax literature and is the most 
widely used approach in valuing closely held securities. It is the basic definition upon which 
we have relied in determining the fair market value of tbe Company's stock. Revenue Ruling 
59-60 was issued for estate valuation purposes, but is not limited to that use. It serves as a guide 
in virtually all valuation situations requiring the detennination of fair market value. 

In 1988, the Department of Labor (DOL) issued proposed regulations on • Adequate 
Consideration • which addressed valuation issues affecting Employee Stock Ownership Plans. 
These proposed regulations en<;lorsed Revenue Ruling 59-60 and set forth otber factors to be 
considered in valuing securities for ESOP purposes. In 1995, the DOL withdrew the proposed 
regulations; however, ESOP practitioners still consider tbese proposed regulations in conducting 
ESOP security valuations. 

Consequently, this report has considered the following factors: 

The history of the Company and the nature of the business 

General economic outlook and the outlook of the particular industry 

Book value of the stock and the fmancial condition of the business 

Earnings capacity of the Company 

Dividend paying capacity 

Whetber the enterprise has goodwill or other intangible value 
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Sales of stock and the size of the block to be valued 

Mar:ket prices of stock of other comparable companies traded on exchanges 

These eight factors ar:e fundamental to any appraisal of closely held securities. They ar:e not, 
however, all-inclusive. Other factors relevant to the subject valuation were also considered, such 
as the ESOP repurchase liability and its effect on the application of a marketability discount. 

Valuation lli.ru!rv and Conclusion 

This valuation represents an update of prior appraisals of Anchem's common stock for ESOP 
purposes prepared by this appraiser as a subcontractor to Sansome Street Appraisers, Inc., a 
wholly owned subsidiary of Menke & Associates, Inc. The following table summar:izes our fair 
market value fmdings for the past five fiscal year:s: 

Times 
Agglegate Per Percent of Gross Worldng 

!!!!!!! ESOP Value Share" ~ ~ !l!!.l!i1Y; Profit Capital 

4130/98 $1.215,881 $40.30 10.8% 31.2% 75% 0.38X 0.89X 
4130/97•• 974,758 32.30 10.0 25.0 58 0.32 0.63 
4130196 1.467,603 27.15 21.3 33.7 81 0.76 0.94 
4/30/95 1,187,463 22.00 18.0 37.3 81 0.60 0.99 
4130194 1,421,555 26.30 20.4 41.2 81 0.64 0.93 

• Number of oumaodlng A Jl1ld B COIIlD1QD shares was reduced 10 30,166 in fiscal yeal't 1997 Jl1ld 19!18 from 
54,065 in fiscal yeal't 19!14-!16. 

•• Based on ot\llinaUy !<'P'lrmd fina:ncial staleDlOtlUI. 

Based upon our analysis of Angeles Chemical Co., Inc., our experience in the valuation of 
closely held securities, and the consideration of the factors set forth In this report, we are 
of the opinion that the aggregate minority interest fair market value of the common stock 
of Anthem for Employee Stock Ownership Plan purposes as of plan year end April 30, 1998 
Is $1,215,881, or $40.30 per share based upon 30,166 shares of A and B common stock 
outstanding. 

This detennination of fair market value is based on an adjusted book value approach. The 
reduction of the "price" to sales ratio to 10% at April 30, 1998 from about 20% prior to fiscal 
1997 reflects the economic impact on value of the recently incurred balance sheet obligations 
discussed above which is only partially offset by improved operating performance. 
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Special Valuation Considerations 

In January 1994, Anchem's real property in Santa. Fe Springs was transferred from the three 
founder/shareholders to the Company for $648,000 in the form of Company 14-year notes. The 
price was negotiated by the principals and does not represent ann's-length fair market value as 
determined by a fall1996 independent real estate appraisal. The property's marketability to a 
third-party buyer is impaired until its envirorunenta.l problems are cured. In the appraiser's 
opinion, the faee amount of the three (original) $216,000 7-1/2% 14-year notes may also be well 
above their third-party fair market value. 

In February 1997, the Company purchased and retired 20,000 A common shares from a retiring 
shareholder in an exchange for a ten-year, $480,000 consulting agreement and $198,000 in cash. 
The Company/ESOP also bought 3,899 B common (ESOP) shares from the same retiring 
shareholder for a five-year $105,852 promissory note. The estimated present values of these 
financial obligations may be well below their face value as of April 30, 1998. 
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ll. SCOPE AND LIMITATIONS OF THE VALUATION REPORT 

Limitations 

The purpose of this valuation report is to determine the fair market value of the common stock 
of Anchem on a minority interest basis as of plan year end April 30, 1998 for annual ESOP 
reporting purposes and for use in common stock transactions involving the Company's ESOP. 
This appraisal is valid only for the appraisal dates specified herein and valid only for the appraisal 
purpose specified herein. No other purpose is intended or should be inferred. 

In preparing this valuation, Bramstedt & Associates has relied upon and assumed the accuracy 
and completeness of all financial, statistical and other information provided by Anchem. 
Bramstedt & Associates has also considered information based upon other publicly available 
sources which it believes to be reliable; however, Bramstedt & Associates and the appraiser do 
not guarantee the accuracy and completeness of such information and have not independently 
verified the fmancial statements and other information. The appraiser is not aware of material 
omissions or understatements from management and other sources which would affect values 
contained in this report. The fair market value arrived at herein represents the appraiser's 
considered opinion based upon the facts and information presented to him. No legal opinion is 
expressed by this report and its accompanying documents. 

This valuation report does not specifically address the financial impact, if any, of matters requiring 
special expertise or knowledge not generally held by business appraisers. As such, this report 
does not address in significant detail issues involving toxic contamination, hazardous waste, 
engineering and structural soundness, litigation and legal concerns, etc. 

In preparing this valuation report, a variety of data and assumptions has been used. The fmancial 
information on past performance has been gathered from Anchem's fmancial statements for the 
past five fiscal years. We have included in Appendix I a copy of Anchem's most recent fmancial 
statements, prepared as a review by Singer, Traynor & Co., CPAs, for the fiScal year ended 
April 30, 1998. 

General expectations of future fmancial performance for fiscal 1999 have been provided to us 
by the management of Anchem. Interviews have been held with members of management and 
with certain outside sources regarding certain Company events. 

Neither the appraiser nor Bramstedt & Associates, Inc. has any preseot or contemplated future 
fmancial interest in Anchem, and the fee for this valuation is not contingent upon the fair market 
value determined. The qualifications of Bramstedt & Associates, Inc. to undertake this valuation 
are set forth in Appendix n. · 

The analysis, opinions and conclusions were developed, and this report has been prepared, in 
conformity with the Uniform Standards of Professional Appraisal Practice. 
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The marketability of the subject company's stock, the control position of majority shareholders, 
and the relationship of these factors to the block of stock being valued can affect the concluded 
value. In valuing a block of stock, IRS Revenue Rulings and court decisions provide a basis for 
concluding that a discount is valid for an absence of marketability if the value base does not 
already reflect the lack of marketability. Further, a minority stock interest in a closed corporation 
is usually worth much less than a proportionate share of the entity value of all the corporate stock. 
Discounts can range from 10% to 30% or more. When minority interest and lack of marketability 
discounts are both applied, they are sequential. 

This valuation is specifically intended to establish a per-share fair market value for shares to be 
issued or sold to the Company's Employee Stock Ownership Trust (ESOT). This report does 
not address the value of the Company as IUl entity. The value of the Company as a whole, with 
the attend!Ult rights to control the direction and growth of the Company, to influence or control 
compensation and dividends, to change management, to acquire other companies and/or business 
operations, or to sell or merge the Company, may be greater than the total value implied by this 
valuation. On the other hand, the value of minority interest shares held outside of the ESOT 
would probably be less than the value determined in this report. An ESOP with a "put" option 
obligating the Company to repurchase the shares held by participants provides a valid market 
for such stock. Minority interest shares held outside of the ESOT would by necessity be 
discounted for their inherent lack of marketability. 
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m. THE CQM"PANX 

Hi.ston: 

Angeles Chemical is a resale/distributor of liquid industrial and consumer product chemicals used 
in coating and other processes. Specifically, the Company sells commercial solvents and packages 
paint thinner and fw.ishes for the consumer/retail market. Commercial gross margins are over 
fifty percent better than those for solvents. Anchem's consumer/industrial sales mix is about 
70/30. 

From their peak in fiscal 1982 at $16.8 million, Company dollar sales fell 61% to a low of 
$6.6 million in fiscal 1995. Physical volume declined even more because of periodic price 
increases. The 15-year sales drop reflected the loss of major accounts as many commercial 
customers moved out of Southern California or changed their supplier source away from Southern 
California. The ever-increasing enviroumental regulations in Greater Los Angeles have created 
an expensive and difficult operating circumstance for chemical processors and distributors and 
their customers. The 1990-93 recession in the region was also a depressing factor. Management 
continues to emphasize less environmentally sensitive consumer products. However, sales have 
rumed up in the past two years, and in fiscal 1998 sales increased to $11.3 million, the highest 
since the 1980s. 

In fiscal 1998, Anchem had about 70 active industrial customers and 400 in packaging. Most 
are located in Southern California. Ellis Paint Company, owned by Robert Berg, a retired 
Anchem officer and former shareholder, is an important customer. 

Anchem's basic raw materials are these organic chemicals -propylene, glycol, toluene, ethylene 
glycol, acetone, mineral spirits and alcohols. These are purchased from Shell, Union Carbide, 
Exxon, Celanese and Vulkan Materials. The Company has on-site 32 underground storage tanks 
of 5,000 to 20,000 gallons capacity each. Many of the storage tanks are not now used given the 
decline in sales and volume since the 1980s. 

In fisca11998, Anchem had 26 full-time employees. 

Anchem carries a $2 million product liability insurance policy. 

Company FaciUti§ and Property 

Ancllem operates out of administrative offices and packaging and storage facilities on a 1. 8 acre 
site in Santa Fe Springs, California. The land, struerures and improvements are Company-owned. 
On January 1, 1994, title for the 1.8 acre land parcel was transferred from a partnership of the 
three founding and two then current shareholders to the Company in consideration of three equal 
14-year $216,000 notes (aggregating $648,000) paying 7.5% annual interest. The total yearly 
principal and interest payments of $72,000 equal the former rent paid to the partnership and the 
transaction was therefore cash flow neutral to Anchem (on a pretax basis). 

The land transfer price was determined by the three parties on other than an arm's-length "third 
party • negotiated basis and which basis was not specifically disclosed to the appraiser. In 
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November 1996, a "limited appraisal" of the real property was prepared by Thomas M. Pike, 
Jr., MAl. Mr. Pike rendered an opinion of value of $535,000 to $625,000 assuming a market 
exposure of 6 to 12 months. This valuation assumed the property was not encumbered with 
environmental problems and clean-up costs. Based on his observations and discussion with 
Mr, Pike and SCS Engineers, Anchem' s environmental consultant, the appraiser believes property 
ownership could be deemed transferable to a third party at market value after the removal of 
underground storage tanks, contaminated soil, etc. bas been completed and appropriate regulatory 
agency certification is received. As of the appraisal date, the fair market value of the property 
is significantly impaired and is well below the $648,000 stated book value. This circumstance 
is reflected in the valuation conclusion. 

In addition to its Santa Fe Springs facility, Anchem renlll warehouses in Santa Fe Springs for 
decorating containers and in El Monte for distribution. Anchcm also has a distribution agreement 
with East Bay Oil, a Northern California chemical distributor, and a Phoenix warehouse to further 
broaden its customer, business and geographic base and replace lost sales in the Los Angeles 
Basin. 

Management and Ownership 

The Company senior management as of Aprll1998 consisted of: 

Officer Title Joined Co. AJm 

John Locke ~ident, CEO 1971 71 
Jll.liiCS Locke General Manager 1985 34 

The Board of Directors consists of John Locke and James Locke. 

As of April 30, 1998 there were 20,000 Class A and 10,166 Class B common shares outstanding 
(excluding treasury stock) as follows: 

John Locke 
ESOP 

Total 

20,000Ash-
10,166Bshal'CJI 
30,166 A&ll sllanls 

Class A common stock is voting and Class B is nonvoting. Otherwise, the two classes are equal. 
A valuation discount for the nonvoting Class B stock bas not been taken by the prior appraisers 
or by Bramstedt & Associates since the stock is in an ESOP where voting rights are not passed 
through in any event except for major corporate issues. 
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&bert Berg Retirement and Transaction 

As of January 31, 1997, Company founder and then-Director and Secretary-Treasurer Robert 
Berg retired from his Company positions and: 

• Sold his 20,000 Class A common shares to the Company for $198,000 cash and a 
$480,000 ten-year consulting agreement payable at the rate of $4,000 per month beginning 
February 15, 1997 and ending January 5, 2006. The 20,000 A shares were retired by 
the Company. The amount remaining on the consulting agreement at April 30, 1998, an 
off-balance sheet item, is $420,000. 

• Sold his 3,899 ESOP Class B common shares to the Company for $27.15 per share (the 
April 30, 1996 ESOP fair market value) in exchange for a Company n~rinterest promissory 
note of $105,852 payable in five equal annual installments of $21,170 beginning 
December 7, 1997 and ending December 7, 2001. The 3,899 B shares were retired. Its 
principal amount as of April 30, 1998 is $84,852 . 

.Environmental Issues Update 

The valuation studies for the fiscal years ended September 1989 through 1m discuss in detail 
the regional agencies which regulate Anchem's operating and environmental activities. According 
to management and SCS Engineers, its environmental consultant, as of April 30, 1998 the 
Company had no environmental agency violations or citations. 

However, beginning in fiscal 1993 and continuing into fJScall999, Anchem and SCS are working 
with the California EPA on its on-site program to investigate for possible groundwater 
contamination relating to an adjacent McKesson property site. ln this connection, Anchem 
incurred state fees and incremental services from SCS. 

The prior reports discuss testing and related work for soil and groundwater contamination 
continually undertaken by the Company and SCS since 1989 which so far have found soil and 
ground water problems which have not been completely characterized. As of April 30, 1998, 
no major remedial work had been undertaken. However, Anchem is required by the Santa Fe 
Springs Fire Department (SFSFD) to permanently shut in the underground tanks by December 22, 
1998. ln 1997, an outside consultant's estimate of the cost of tank pulls, installation of new tanks 
and remedial work was $625,000: 

• Thuk; Pull (32 mnks) 
• New Tanb (IS) 
• Remediation/Related Work 

Total Estimate 

$1S4,()()() 
230,640 
240 OOQ 

$624,640 

As of the report date, September 1998, negotiations between Anchem and the SFSFD and other 
environmental agencies as to how many of the 32 tanks (many of which are long inactive) must 
be pulled after December 22, 1998, and when in 1999 a groundwater remedial and tank vapor 
extraction system must be installed (as required by the Department of Toxics), A new above-
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ground storage, mix and fill system will be constructed concurrent with the December 1998 shut 
in. 

Tank pulls are estimated at $6,000 each, so the total cost could be $120,000 (20 tanks) to 
$192,000 (32 tanks). Four new 20,000 gallon above-ground tanks will be installed at a cost of 
$165,000. (There may be a work disruption during the conversion phase.) The groundwater 
and vapor monitoring system will range between $100,000 and $200,000 in capital costs and will 
entail annual operating costs of $50,000. 

As of the appraisal date, Anchem had received a $1 million bank credit line to fund the capital 
costs combined with cash on hand and some equipment leases (e.g., tanks). 

However, because of the large uncertainties as to fmal capital requirements and the timing of 
completion of the above described work, for ESOP valuation purposes the appraiser is unable 
at April 30, 1998 to render a reasonable estimate of the costs to render Anchem's property 
"marketable• as was done at April 30, 1997. 

By its business nature, Anchem continues to incur legal, testing, remedial and consultant costs. 
The appraiser does not believe the Company has been able to pass these costs, which have become 
material, through to its cnstomers, thereby impacting profit margins. SCS consulting costs have 
fluctuated but in fiscal 1998 averaged $8,000 a month. 

Beginning in January 1995, Anchem is participating, as required by its major supplier contracts, 
in a comprehensive storage, operational, health, safety, environmental and emergency response 
program called "Responsible Distribution Process • created by the National Association of 
Chemical Distributors, who will sponsor on-site audits. A full-time compJ.iaw::e and safety officer 
reports to General Manager Jim Locke. Employee training for RDP is required. There have 
been incremental costs for implementing the program. 

Ongoing environmental encnmbrances on Anchem' s business and profits have been reflected in 
the valuation conclusions since fJscai 1989. 

Spencer & Jones (S&J) Litigation Award 

As discnssed in the April30, 1996 Bramstedt & Associates,lnc. ESOP valuation report, in April 
1996 Anchem received a cash litigation settlement from S&J of $640,000. This event was 
reflected on the April 30, 1996 balance sheet under current assets as "due from litigation -
$640,000. During fiscal 1997, the bulk of these funds were employed to pay off $292,000 of 
bank and other notes and as a $198,000 cash payment on the repurchase of 20,000 A common 
shares from Robert Berg. For valuation treatment of the S&J litigation and cash award, see 
Bramstedt & Associates' ESOP valuation reports of April 30, 1997 and April 30, 1996. 

-10-

BR001737 



The National Economy 

The following discussion and analysis of the national economy for the second quarter of 1998 
is based upon a review by Mercer Capital of current economic statistics, articles in the fmancial 
press, reviews found in current business periodicals and information posted on numerous Internet 
sites. The purpose of the review is to provide a representative "consensus" review of the 
condition of the national economy and its general outlook at the end of the second quarter of 1998. 

General Economic Overview. Real Gross Domestic Product ("real GDP"), the output of goods 
and services produced by labor and property located in the United States, increased at an 
annualized rate of 1.4%, or $26.3 billion, in the second quarter of 1998, according to preliminary 
estimates released by the Department of Commerce's Bureau of Economic Analysis ("BEA "). 
In the ftrst quarter of 1998, revised growth in real GDP was 5.5%, or $100.1 billion, and higher 
titan the preliminary estimated annnalized growth rate of 4.2%. The BEA also announced revised 
GDP growth results for 1995 through 1997 which incorporate enhanced measurement techniques 
and improved data. Growth in real GDP for 1997 was revised upward to 3.9% (previously 
reported at 3.8%). According to the BEA, the increase in second quarter real GDP primarily 
reflected increases in personal consumption expenditures, producers' durable equipment, 
government spending, and residential structures. The Stnaller increase in real GDP in the second 
quarter versus that of the fust quarter was primarily due to a sharp downtorn in inventory 
investment and a deceleration of producers' durable equipment. 

The Composite Index of Leading Economic Indicators, the government's primary forecasting 
gauge, ended the second quarter with a 0.2% decrease in June to 105.0 after increasing 0.1% 
and decreasing 0.1% in April and May, respectively. The index attempts to gauge economic 
activity six to nine months in advance. Multiple consecutive moves in the same direction are 
said to be indicative of the general direction of the economy. The decreases in May and June 
were the ftrst since Apri11997. Six of the ten leading economic indicators fell in June. The 
most significant negative contributor was average weekly initial claims for state unemployment 
insurance. The index increased 0.5% for the six month period tluough June, as only five of the 
ten components advanced. 

After an extremely volatile quarter, stock markets ended the quarter slightly higher. The Dow 
Jones Industrial Average ("DJIA ") topped the 9000 mark for the fust time in history, and week 
ending prices met or exceeded this mark for seven of thirteen weeks in the quarter. However, 
several large weekly drops offset gains in many instances. High volatility characterized the DTIA 
and the S&P 500 with both posting ftnal week rallies to end the second quarter on a positive note. 
After following a similar pattern as the DJIA and the S&P 500 in April, the NASDAQ index 
decreased every week in May before fmislting the quarter with a strong June. The Federal 
Reserve Board left interest rates unchanged during its meetings on May 19th and June 30"'. 
Average montltly yields on government bonds remained at or below 6.0% during the second 
quarter. 

The outlook for the economy for the remainder of 1998 is mixed. While consumption remains 
high, analysts are uncertain how and to what degree the ongoing Asian economic crisis will affect 
the U.S. economy. Many analysts expressed that the slower economic growth mte for second 
quarter 1998 was needed to keep interest rates unchanged and growth under control. The Fed 
will continue to keep a close watch on inflation levels. 
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Consumer Spending and Inflation. The seasonally adjusted annualized rate of inflation for the 
three-month period ended in June 1998 was 2.5%, compared to 2.3%, 1.5% and 0.2%, 
respectively, for the prior three quarters. Retail sales for second quarter 1998 were 6.3% higher 
than same quarter sales in 1997. 

Interest Rntes. The Federal Reserve continued to leave short term interest rates alone during 
the second quarter. The Fed's bias at its May meeting was toward a tightening directive. Bias 
for the June 30"'meeting has not yet been announced. Analysts believe a general slowing of the 
U.S. economy led to the Fed's decision at its June meeting. 

The Financial Markets. After a volatile three months, stock markets ended the quarter slightly 
higher for the quarter. The Dow Jones Industrial Average ("DnA") dosed the second quarter 
at 8952.0, an increase of 2% for the quarter and 13% for the year to date. The DnA gained 
23% in 1997. The Standard and Poor's 500 Composite Index gained 3% during the second 
quarter to dose at 1133.84. This represents growth of 17% so far in 1998 after posting anannnal 
gain of 31% in 1997. The NASDAQ Composite Index gained 3% during the second quarter as 
well to close at 1894.74. Annual gains for the NASDAQ are 21% for 1998 following 22% for 
1997. Average monthly yields on long-term government bonds remained below 6% where they 
have been since December 1997. 

Construction. Housing. and Real Estate. According to the U.S. Commerce Department's Bureau 
of the Census. new privately owned housing starts increased to a seasonally annualized rate of 
1.615 million units in June, or about 6% above the revised May level of 1.530 million units. 
During the first six months of 1998, housing starts have increased 8% over the same time period 
in 1997. 

Unemplqymenr. According to the Labor Department's Bureau of Labor Statistics, unemployment 
levels during the second quarter fell below the range of rates reported since November 1997. 
The June unemployment rate was 4.5%, following 4.3% in both April and May. June marked 
the twelfth consecutive month that the unemployment rate was below 5%. 

Sum!nary and Outlook. Economic (GDP) growth in the second quarter of 1998 was 1.4%, down 
from 5.5% in the first quarter of 1998. Forecasts for GDP growth and inflation in coming 
quarters are mixed, but generally reflect 3%-4% expected growth in GDP and continued modest 
inflation. 

The California Economy 

In 1998, California's economy continued its expansion and recovery from the early 1990s 
recession which was exacerbated by a sharp and permanent decline in the defense and aerospace 
sectors. Generally, California's positiveeconomicperformancemirrors thatofthe U.S. economy, 
described above, stimulated by growth in the entertainment and electronic industries. However, 
the impact of the Asia crisis is being felt in the state as economic activity in certain sectors is 
slowing as of fall 1998. Since the 1980s, however, there has been a change in the mix of 
California industrial activity which has been unfavorable for chemical processors like Ancbem. 
Over the long term, the appraiser believes that Anchem' s ability to address successfully its 
environmental issues is more critical than cyclical macroeconomic fluctuations. 
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Financial Analysis and Review 

Anchem has provided Bramstedt & Associates with financial statements for the fiscal years 1994-
1998. These financial statements have been thoroughly examined and discussed with management. 
A copy of the Company's financial statement for the fiscal year ended April 30, 1998, prepared 
as a review by Singer, Traynor & Co., CPAs, is attached as Appendix I. 

Previous years' financial& were compilations, and fiscal 1997's fmancials have been restated by 
the CPA. Specifically, in fiscal1997 current and long-term debt was increased and shareholder 
equity decreased by "booking" the Berg ESOP note. 

The results of our review and analysis of Anchem' s financials are contained in the exhibits 
outlined below: 

Exhibit A 
Exhibit B 
Exhibit C 

Comparative Income Statement, FY1994-1998 
Comparative Balance Sheets, FY1994-1998 
Selected Financial Ratios, FY1996-1998 

These exhibits are presented at the end of this section of the report. The following comments 
and observations are based upon Bramstedt & Associates' review and analysis of the Company's 
fmancial statements. Samson Chemicals operations were combined with Anchem's on October 1, 
1996 (or for the last half of ftscal 1997). For the first half of ftscal 1997, Samson's operating 
results are incorporated on a one-line entry, "income split - Samson. • 

Exhibit A contains Anchem's comparative operating statement in terms of dollars and dollars 
as a percent of sales for the period fiscal 1994-1998. 

Angeles Chemical Co. 
Gross Profit & Sales 

Fl998-1994 

Sales of $11.3 million in fiscal1998 were up 15.4% from $9.76 million in fiscal1997 on the 
inclusion of Samson's sales for twelve months and some improvement in Anchem sales. (Those 
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separate entities' combined sales were $9.8 million in fLSCal1996. Samson's sales in fisca11996 

were $2.9 million.) Anchem's fiscal 1998 sales were the highest since the late 1980s. 

COGS rose a greater 19.4% to $8.06 million (71.6%) in fiscal1998 compared to $6.7 million 

(69.2%) in fiscal 1997. Gross profit was up 6.5% to $3.2 million (28.4%). Gross margin in 

fiscal 1997 was 30.8%. 

Reflecting in part the inclusion of Samson's operations for twelve months versus six months in 

fiscal 1997, operating costs gained 9.3% in fiscal 1998 to $3.0 million (26.7%) from $2.75 

million (28 .2%). Expenses rose in most categories- the largest expense components, all higher, 

are compensation, commissions, freight and professional services (which included Robert Berg's 

$48,000 armual consulting fee). ESOP expenses were $29,360 in fiscal 1998 versus $18,864 

in fiscal 1997. Anchem recorded its second operating profit in the 1990s in fiscal 1998- i.e., 

$191,000 (1.7%) compared to a $251,000 (2.6%) operating profit in fLSCal 1997. Analysis 

suggests that the full integration of Samson Chemical in fiscall998 somewhat negatively impacted 

Anchem's profit margins and profits while increasing sales. 

Net other expenses were $103,000 in fiscal1998 compared to $99,000 in fisca11997. The major 

component is contamination expense of $99,000 in 1998, up 7.3% (see Appendix I). The Samson 

income split in fiscal 1997 was $25,600 versus zero in fiscal1998. Interest expense at $46,000 

(0,6%) was essentially unchanged from fiscal 1997. 

Pretax profit was $42,000 (0.3%) in fiscal 1998 versus $103,000 (1.0%). Net income (on 

nominal income taxes in both years) was $31,000 (0.3%) in fiscal 1998 compared to $83,000 

(0.8%) in fiscall997. 

Exhibit B contains Anchem' s comparative balance sheet in terms of dollars and dollars as a 

percent of assets for the period fiscal1994-1998. 

As discussed in previous Brarnstedt & Associates, Inc. ESOP valuation reports, Anchem became 

comparatively more capital intensive and leveraged in: fisca11994 when the Company acquired 

its underlying real property for debt from its then three shareholders; and fiscal 1997 when 

Anchem repurchased and retired common stock from one of then two shareholders. As of 

April 30, 1998, total assets invested were $3.89 million, unchanged from a year earlier. 

At April 30, 1998, current assets were $3.07 million (78.7% of total assets), unchanged from 

April 30, 1997 as follows.: 

• Cash and equivalents- $563,000 (14.5%), up from $318,000 (8.2%) 
• Accounts receivable- $1.25 million (32.1 %), down from $1.48 million (38.0%) 

(Note 2, Appendix I) 
• Inventories- $1.07 million (27.4%), down from $1.12 million (28.8%) (Note 1) 

• Other-$185,000 (4. 7%), upfrom$145,000 (3. 7%); these are primarily deferred charges 

(see Schedule 2, Appendix I) 

At April30, 1998, net fixed plant was uuchanged at $823,000 (21.1 %). Other assets (deposits) 

dropped to $5,000 (0.2%). 
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Current liabilities at April 30, 1998 were $1.7 million (43.8% oftotalliabilities and equity), up 
1.9% from $1.67 million (43.0%) a year earlier as follows: 

• Accounts payable- $1.41 million (36.2%), up 3.9% 
• Drum deposits- $5,000, down 2% 
• Bank and other notes payable- $81,000 (2.1 %) versus $72,000 (1.8%) 
• Accrued expenses- $147,000 (3.9%), down from $177,000 (4.6%) 

(see Schedule 2, Appendix I) 
• Current portion long-term debt- $61,000 (1.5%) compared to $58,000 (1.5%) 

The long-term debt of $566,000 (14.6%) at April 30, 1998 was down $61,000 from April 30, 
1997. It consists of a $523,000 7.5% promissory note (term debt) due 2008 and an $84,852 4-
year, no interest promissory note. Annual principal and interest payments are $72,000 (see 
Schedule 2 and Note 5, Appendix I). The larger note is held by one current and two former 
shareholders. A $420,000 9-year consulting agreement payable to former shareholder and officer 
Robert Berg is not reflected on the balance sheet. 

Shareholders' equity rose 1.7% to $1.62 million (41.6%) at April 30, 1998. 

Exhibit C presents selected financial and operating ratios for fiscal years 1998-1996. Exhibit C 
shows some stabilization in current and quick ratios to 1.80X and 1.07X respectively at April 30, 
1998. 

Working capital fell2.2% to $1.36 million in fmca11998 from f1Scal1997. The sales to working 
capital ratio rose to 8.3 times from 7.0 times at April 30, 1997 on higher fiscal 1998 sales. 
Inventory turns rose to 7.6 times in fiscal1998 from 6.0 times in fisca11997 on stable inventory 
and higher COGS. 

Appendix I contains a statement of cash flows for fJSca11998 which is summarized and compared 
to fisca11997 and 1996 as follows; 

F1998 f.!,2i! ~ 
·-(000)--· 

Net cash from (used): 
Operating activities $343 $539 ($138) 
lnvest.ln,g activities (45) (10) 67 
Financing activities JW @22) 272 

Net change in cash ~ $ 38 sm 
Cash from operating activities of $343,000 represents net income of $31,000 and depreciation 
of $44,000 pins net changes in working capital accounts. Cash nsed in investing activities of 
$45,000 represents capital expenditures. The decrease in notes payable was $50,000. Cash 
increased $248,000 in fiscal 1998. 

Anchem has a strong cash position at April30, 1998 of $566,000 (14.5% of assets). Coverage 
ratios are thin, however, particularly when Berg's annual consulting fee of $48,000 is included. 
Cash may decline and leverage increase in f1Scall999 as the Company funds the tank pull and 
replacement and remediation program. 

-15-

BR001742 



FYE ~/30~ 

Net sal .. 
C~;~w.t of Sllllll!!!li 
&Nil Profit 

Oper•tf1"11111 i!KPemH 

Operati~ I~ (LOll) 

Oth•r liit.Ollle (!!lepMse) 
Interest E~,., 

p,..tftl( Jncme (Loaa) 
Prl!l"'l$lon for Taxes 

Nlft lnt:cae (l,.oa•) 

ANGELES CHEMICAL CO. 

E.Mtblt A 

Smpratlvre IMW SUtM!!!!Ot. E122fH'fl9i 
($000] 

1m l!'I!Z """ (r"'l!al!ed) 

$11261 100.0% om• 10(1.0% 06817 100.01: 
81161 '11.6 6753' 69.2 4956 1'2,1 
liZOO 26.4 - 30.1!1 1o;e2 Z'l'.9 - 26.7 21'5 2M 2153 31.3 

,., 1.7 ,,, u <2J1J (l,;,l) 

(103) (0.9) (9!>) (1.0) 640 9.3 
46 0.6 49 o.s 49 1.0 

4! 0.3 103 1.0 l<iO Sol 
.....!! 0,1 ....1.1! o.z ...1.! "·' 

•...ill 0.3 •-!!:! o.a •..l!l: ,,, 

lm iS 

$6<115 100.01: $6976 100.01: .... 70.3 4764 68.3 
1967 2!>.1 2211 31.7 

2222 33.6 2422 34.7 

('155) (].8) (211) (3.0) 

18 m ,,, 
51 0.$ 16 0.2 

(2Jli!) (4.4) (54) (0.8) 
__t _1 

'.li!!!i!' (4.4) •...w.> (0.8) 
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AI of 4/lO; ~m 

CYrrenr. Mota: 
cash and Uqufd tnvu.tMnt• 0<16 i4.5X 
Acc:QI,If)t* l"i!\e~fvable 12<9 112.1 
•nventorin 11167 1!7.4 
Due frOM lf~fptlon 
I>IMI' fi'M efftlf•Wd 
caq:~~niM/other ~ 4.7 
'/'Qtal 78.7 

'""" 641 
Ottltr Fh:.d AIHt& at COlt lli.l 
Aec:l.llll.ltltld D~fation (,112li) 

N•t Fh:«td A.ateta 1123 21.1 

ath•r Aill&ets 5 0.2 

Tot;~~ A.$.f.tt« ~ 100.0 

current Lfllbilftles: 
Acc:Ql.l'ltill p!lllt'abl• 01410 38.2 
Deposita ' 0.1 
IIW tnd oth•r fi01:1':S payable ., 2.1 
ACI,'\rued elolpi!MH( ~ t ltbf l ~tIs 147 ••• 
current dabt porti~;~n ;;&! 1-5 

Tot•l 43-e 

LOI"Q•T•nn Lhlbilhlt!t ,,. 14.6 

$h•reholder Eq~.~hy 1621 41.6 

r~:~t•l t.iab,lttfn & Equity *!!!% 100,0 

AAiiEU'I etl!lMlCAL CO, 

E.wllfbft I 

li!l 1W<I 
(L"et.tated) 

l 311;1 ..... $ 280 6.4X 
1431 311.0 ""' !U 
1122 28.8 12211 28.2 

64<1 14.7 

.Jij. 3.7 ..m 7.2 
3065 78.7 351!0 1Ml.7 

648 ... 
1l!l!i 17,0 
(Jjll) <.lml 

821 21.1 81!7 19.0 

6 0.2 13 o,l 

~ 100.0 ~ 100.0 

11357 3-1.9 11535 3!.2 
7 0.2 7 0.2 

72 1.11 330 7.6 
177 4.6 "' 1.4 

~ 
1,; ..A 0.8 

43.0 1967 4~.1 

627 16.1 '"' 13.3 

1593 40.9 1814 41.6 

~ 100.0 ~ 100.0 

liZi Uiti 

• 71> Ml s !14S 10.0'l 
780 24.5 1207 31.0 

,012 31.7 ""' 25.7 

..!2!: 14.! Sl"f ;,1 

= 73·2 'I'J.7 

648 648 
1711 1853 

<lli.!!l (~) 
81!3 25.8 811 23.1 

32 1.0 27 0.8 

13.J!!.t 100.0 $:lfl!i 100.0 

• 997 31.3 $1!61 25.0 
7 M .. 2.0 

62 2.0 85 2.5 
44 1.4 44 u 

....lZ 0.8 _.1:! 0.7 
1137 35.7 1086 31.! 

SM 1$.3 611 17.7 

1466 46.0 111>5 :;o.e: 

$11£ 100.0 1\W 100.0 
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ANGELES CHEMICAL CO. 

Exhibit C 

S•leeted M~tlo Analyst a 
FY 1 998·1996 

FY 4/30, 

Liquidity Ratios 

Current 
(Current As,ets divided b1 curr.nt Liabilities) 

Qulck 
(Ce~h & A~count& Receivable divided~ current Liabilities) 

Working capitol ($000) 

sates/~eceivable$ 

(Sales divided by Accounts Receivable) 

satestwOrkfno Capit~l 
(Sate& divided by ~orking c~ital) 

Co:r.t of Goods Sold!lnventoriH 
(CO~;~t l)f eooda sold divided by Inventories) 

cowr!J!ge ~BJ;jo~ 

EBIT/Intere&t 
(Earnings before lntere~t & Tax divided by lntere~Jt ~xpense) 

Cosh Flow/Noturlty lTD 
(Net lncQII:Ie ... Depreciation Expenses 
dhtlde<l by Note Payable and current Debt) 

lruta~ ~~!ios 

Oebt/ll<>rth 
(Total Liabilities divided by Net worth) 

Long-Tenm Llabllftfes!Yorth 
(Liabilities over one year divided by Net Worth) 

Qa!ratlng B1~i2J 

Total A~~et T~rnaver 
(Sates divided by Average TQtal A5set$) 

Return on Equity 
(Net Inc011e dfvided by Average Stockholders' Equityl 

Retu~n on Aa&ets 
(Net Income divided by Average Asseta) 

SOURCE: Company statement$ ~ oramstedt & Associates. 

W!! 1m 1996 
(restated) 

1.80 1.83 1.78 

1.07 1.08 1.00 

1363 1393 1553 

9.0 6,0 6.5 

8.3 7.0 4.4 

7.6 6.0 4.0 

1.9 3.1 8.3 

0.52 1.00 1.06 

1,40 1.44 1.37 

0.35 0.39 0.32 

2.9 2.4 1.8 

1.9:1 4.9:1 l1.1X 

o.ax vn: 9.3X 
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IV. VALUATION 

In arriving at a minority interest fair market value determination for Anchem, Bramstedt & 
Associates has considered the relevant factors set forth in Revenue Ruling 59-60 with regard to 

the valuation of closely held companies and in the Department of Labor's (DOL) proposed 
regulations on "Adequate Consideration" as they relate to the valuation of securities for Employee 
Stock Ownership Plan purposes. The following comments represent our findings with regard 
to those specific factors outlined in Revenue Ruling 59-60 and the DOL's proposed regulations 
on "Adequate Consideration" as they pertain to the valuation of Anchem. The following 
references to Revenue Ruling 59-60 implicitly include the DOL's proposed regulations. 

Book Valne 

Revenue Ruling 59-60 states that the appraiser should consider book value when valuing a closely 
held company. Anchem's stated book value was $1,624,191 or $53.84 a share as of April 30, 
1998 on 30,166 A and B shares outstanding. 

Normally, book value or adjusted book value is not afforded much weight or consideration in 
the valuation of an operating company such as Anchem. Such type companies are normally valued 
on earnings and/or cash flow capacity. As stated, however, an adjusted book value approach 
is being used below. 

Dividend Historv. Capacity and Probability 

Revenue Ruling 59-60 suggests that the appraiser consider dividends and dividend paying capacity 

in valuing closely held securities. Anchem has recorded a small profit in only two of the past 

five years. 

The Company has not paid any dividends on its common stock and has no intention of changing 
this policy at this time. This policy is quite appropriate for a small, private company which is 

owned by shareholders who neither rely npon nor expect dividend income and which company 

has not been profitable. 

Normally, earnings reinvested in the growth of a company can be expected to earn at a greater 
retum than dividend income invested in other investment opportunities with similar risks 
and prospects. Consequently, shareholders will ultimately benefit from the current policy to 

reinvest earnings in the Company's growth rather than to pay cash dividends. 

Guideline Companies - Publicly Traded 

Revenue Ruling 59-60 suggests that the appraiser consider the market price of stocks of 
corporations engaged in the same or a similar line of business having their stock actively traded 
in a free and open market or over the counter. Bramstedt & Associates has made an exhaustive 
search for public companies which can be deemed to be similar to Anchem. No single company 
proved to be a worthy publicly traded guideline company. Public companies are generally much 
larger and more diverse both geographically and in business operations. 
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Cash Flow and Ea.mings Capacitv 

Pre-1987 ESOP valuations by Charles Stark, PC, appear to rely on conclusions derived from 
capitalizing five-year average of net income, aftertax cash flow and pretax available cash flow, 
among other methods. Aftertax cash flow is net income pins depreciation. Available cash flow 
is pretax income plus ESOP contribution plus depreciation. Depreciation in fiScal years 1994 
to 1998 was $49,000, $50,000, $41,000, $42,000 and $43,000. ESOP contributions were $8,000 
in fiscal1994, none in fiscal 1995, $6,500 in fiscal 1996, $19,382 in fiscal1997 and $29,360 
in fiscal1998. Anchem's earnings and cash flow as just defined for fiscal1998 to 1994 are shown 
below: 

Per jed 

F1998 
F1997 
F1996 
F1995 
F1994 

Clsh FLow 
Net lncpme <Losa) AvaiLible After Tax 

• 31,000 
83,000 

347,000 
(jt89 ,000) 
(54,000) 

$115,000 
164,000 
407,000 

(238,000) 
3,000 

s 75,000 
125,000 
388,000 

(239,000) 
(5,000) 

Because of the erosion of the Company's earning and cash generating power, the income 
methodology is not now being used. The fiscal 1996 profit is entirely from the litigation award 
and casb flow; which position has been squeezed in fiscal 1998 by the Berg consulting agreement 
($48, 000 per year) and the Berg ESOP note payments ($21 ,000 per year). 

yaiuatipn Issues - General 

Due to insufficient demonstrable sustainable earning power and thin cash flow prospects, 
Bramstedt & Associates and the appraiser once again must look to the balance sheet (asset 
approach) for valuation purposes as in fiscal 1994-1997, when we employed an adjusted or 
modified book value approach. 

Generally, capitalization of income and cash flow streams is the appropriate methodology for 
determining the equity fair market value of an operating company such as Anchem. The decision 
to utilize adjusted book value in the past several years is based on the factors discwlsed in this 
and prior reports and the appraiser's experience and knowledge in deriving equity values of closely 
held companies. The appraiser is employing an adjusted book value method in fiscal1998 for 
Anchem. 

)1aluation Conclusion 

For the April 30, 1997 valuation, the appraiser used an adjusted book value approach wherein 
the stated book value was marked to market for the estimated fair market value (FMV) of the 
Company land and the present value of the Berg ESOP repurchase promissory note and consulting 
agreement. However, as discussed on page 10, the estimated FMV of Company land at April 30, 
1998 cannot be reasonably estimated for valuation purposes, so that this overall method is not 
applied at April 30, 1998. Consequently, the appraiser is capitalizing adjusted book value 
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of$1,624,191 at 75% based on his knowledge and analysis of Anchem and prior years valuation 
experience with specific reference to recent ESOP FMV to book value ratios listed on page 3. 

Capitalizing Angeles Chemical's rJSCal 1998 book value of $1,264,191 at 75% produces a 
(minority interest) fair market value for the equity ownership of Angeles Chemical for ESOP 
purposes as of April 30, 1998 of $1,215,881 or $40.30 per share (rounded) on 30,166 A and 
B common shares outstanding. 

As of the ESOP plan year which began May 1, 1987, the ESOP Administration Committee set 
a policy of paying plan participants terminated for reasons other than retirement at age 65 in five 
annual cash pay-outs commencing on the first anniversary of termination. Terminated plan 
participants sell 20% of their stock to the ESOP in each of five years at the fair market value 
applicable for each year. The ESOP or the Company has met all (recent) ESOP repurchase 
obligations by making the requited cash installment payments. A marketability discount may 
still be appropriate and is reflected in the 75% book value capitalization rate. 

Recent Stock Sale and Valuation 

Revenue Ruling 59-60 suggests that arm's-length sales to knowledgeable unrelated third parties 
in the recent past would be a basis for valuation. The Berg A and B stock redemption on 
January 31, 1997 does not meet these criteria. 

There have been i:Jo such recent qualifying transactions. 

-18-

BR001748 



V. CONCUJSIONS 

Based on our experience and general knowledge in determining the value of closely held 
companies and upon the consideration of all factors previously discussed, Bramstedt & Associates 
is of the opinion that the fair market value of the outstanding common stock of Angeles Chemical 
Co. for ESOT purposes is $1,215,881 or $40.30 per share as of April 30, 199S on 30,166 Class 
A and B shares outstanding. This valuation is based on an adjusted book value approach. 

Specific positive factors concerning Anchem were: fisca11997 and 199S sales increases, the first 
sales upturns in the 1990s; the second recorded operating profit in the 1990s in fiscal 199S; a 
solid Califo!'D.ia economy; a major shrinkage in the number of outstanding shares in 1997; and 
improved fmancial statement quality in fiscal1998. Most significant is the now realistic prospect 
of Anchem working through its enviromnental compliance requirements to allow it to continue 
to operate as a chemical processor. 

Unfavorable factors were: the overall unfavorable operating environment for small chemical 
processors in heavily populated urban areas such as Los Angeles with the attendant ongoing 
compliance costs and issues; the six consecutive years of operating losses prior to fiscal1997; 
the substantial immediate costs for underground storage tank and processing system replacement 
and related clean-up expenses; the consequent debt and operating cost burdens; the absence of 
any prospective strong intermediate term sales and earnings growth; and the economic impact 
on aggregate value of the ESOP !Berg stock repurchase fmancial obligations in fiscal 1997. 

This valuation is as of April 30, 1998; and, since it is based upon recent fmancial statements, 
it should be valid for the near future. However, it is imperative to recognize that the dynamies 
of the industries served and general economic conditions can change and invalidate this evaluation. 
Federal regulations require that the Company's common stock be reevaluated at least annually 
for ESOT purposes. 
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SENT. 8Y:S!NGE~ THAYNOR & CO 

'·. 
~ I & l.iU," 

SINGER, Tl.lA'fflOR .t COMPANY 

CERTIFIE1> PUBUCACCOUNTANTS 

. . 6055 E. Washington Bl., Suite 5()1) 

Loa A.t~geles, CA 90040 

Angeles Chemi<Ull eo., Inc. ' 

1191 S Sorensen Ave. 
&nta Fe Springs, CA 90670 

September 8, 1998 

• 

We have revi~ the acoom:pllllyi.ng balance sheet of ArJa:eles Chemical Co., W:. u of April 

30, 1998 IUiil the related statements of lllcome and rell!itled earnings 11114 cuh flow ftlt the year then 

ended, in acco~ with Statement:J on Standlll"ds for A.ccountinj llld Review Serviees llliiQCid by 

the Amaican Institute of Cc:rtified Public Accoliatants: All illformatlon lncluded in these &tancild 

statements is the ~on of the l'llllllagMlllllt of' ~elcs Chemical eo., !no. 

A roview consists principally of i.nquiri~ of .company JlC'lSOIIIHil and anAII,1illlll pn:ll:cdures 

applied to financial datll- It Is substantially lc:P in $COpe than an audit ii:IIICCOldance with pmnlly 

~ auditing Slandards, the: objeetive of wbic:h is the ~ of 1111 opinion ~ the 

finantie.l statements taken liS a whole. Accoxdingly, ~ do not npress such an opinioo.. 

Based on our review, m: = not aware of' ftllY matcrie.llnO<ii&ations that should be made to 

the accompaeying financie.l stmemonts in orcl.rr for theln to be in contbrmity with scmnlly ~ 

occount.illg princ!plcs. · 

The accompanying April 30, 1 WI filllmcial ·~'were com.piled by us in accordam:c 

With Statements on Stal:idal:ds for Accounting aDd Review S~ l.Muecl· by tbo AmeriCM Imtitule 

of Certified Public AccountMts. A compilation iS limited to ):II\'ISCIIlthlf in tb.e timn of fill!ll'lCia! 

statcm.cnts illfonnatlon tbat is the TeJll'*l1tatiOn or ~t. We hiM: IIOt audited or~ 

tile April30, 1997 finatwial surtements and,llllOQfdingly, do not express an opinion or any other form 

of I1ISS\IXaDCe on them. · 

Q. ·~. ',, ....... \·· 

.... _- ____ ....,..._ ....... _ ..... - y -~ -·-·- .......
.... . 
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SENT _6Y!S!NGER TRAYNOR & CO S T & CO ... 

Anqlp Chtmical Co.. Intt 

!!ALAl'!CI: 8JfDTS 

April 30. 1291 and AnJJ 30,1997 

CV!!RlNT ,A!!SITJ 
Cub 
Ao- J!coeivablo (NOI of Ba<l Dd>ls AUow..,... of 

$5,000.00 on~ $!1,000.00 ltaJ>«<ivcly)- NO!e 2 

bmnt<>rios (L""'"' of Cost. FIFO or Mmot) -Nolo I 

Due from Stallion Tonk Lines. lno. 

Due tl'om Somi<M1 Chtmi<al Co. 

l'rq>li4 Jnoomc Toxn 

!lfqooii ... COUJ a...Mblc 

BlftJOIO)'oe Advlln<U 

Defmt4 Chupo. S<hodulcl 

IQIAL C!JlU!INI A!jBT5 

f!XJP t.SSI.'J'S (at COs<) • No~< I 

Land 

Tnldct II. AuiOS 

TIIII<S lr. Plonl B~ 

l'urni\IR lr. Fil<lllm 

l'lonl 

mw. 
1.m: A«;umulr.\04l)opleciallon 

JOOJSVALUE 

566,m.58 

1,249,139.04 
1.067,473.2$ 

11,on.u 
12,500.00 

!1,19&.00 
2,983.00 

15.570 .. 3l 
132.52'-H 

3,067.1109.&4 

648.000.00 
101,711.00 
223.478.00 
863,636.00 
173.616.00 
36S,SSZ.OO 

2,479,023.00 
1.6$6,435.110 

Rll,SI8.00 

TOTAL ASSITS 
3,894)97.84 

LIABD.rJlES ANl! SJIAl!llHOLJ)IRil' EOliJTY 

CumNT l.wm.rriJlS 
AW>wll$ P.Yabk 

Awucd Uaii!Uiie$ • S<hodult ~ 

Jncqmo T-Fayal>l• 

llott l'l\Yob1c • Olh<f 
urum DcposJIS 

TCI"III Vein· Clumll· &l>cilul• 2 

IarM Clll!RI:NT LlAIIlLlms 

DRM nm -M•to\ta 

MU,R!WOI.!!!J!!illWUID 

Common SIO<k, $0.10 Par Valoe; 1,000,000 Shires AuUiorizo<l; 

30.166 1< 30,166 Sb- J.osuod 1< Ouut111ding Rcspo<:dvcly 

Rolalnod Eo<ulog 

J'OTAL SHARIHQLDERB' W1!JTY 

TOTAL LJAli!L!Tll!l & SM!}UIHOLpER!!' l.OU1IY 

Th•l<COil\PIII7mJ notes uo 111 ~ port oflllese !inenctalalliiCmonU. 

SEE ACCOUNTANT'S RBVIEW REPORT. 

1,409.512.94 
147,845.76 

80,804.49 
5.000..00 

61,242.90 

),704.~.09 

566,000.24 

3.016.60 
1,611.17U1 

1,624,19U1 

3.894,597."' 

. ··- ---~ 

318.101.91 

1,410,611.61 
1,121.&54.75 

19,7U.l8 

13,9$7.49 
110.170.39 

3.065,148.44 

641.000.00 
101,711.00 
223,471.00 

1144.36<1.00 
251#l3.110 
365,599.00 

2,434,175.00 
1,612, 710.00 

1121,463.(!0 

' •. 00 

1,lS7,Q45.72 
171,172.31 

5,9Q.OO 

'12.541.60 
7,000.00 

5§A9?.$6 

1,672.247.19 

627,243.14 

3.016.60 
1.590,1S&-31 

1.WJ.:.l03.t1 

W¥2·'"' 
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!) I 01 ..,U.""~' 

.,. 
AnoJg ChtlniF!\ Ct., lnt.. 

STAJEMmt§ Of tNCOMJ! A!'!)) RJjTA,INID MI!N!NG§ 

Pot tilt Yom Ji•~o<l AJI!II :JQ. lt?f pd Al!r!IJ9,12?7 

Roviowod Colnl>ilod 

.ll!2!! ~ .1222 !i 

Wt!J! 
11,260,39.56 100.00 9,7,9.011..46 100.00 

LQI; C9ST QFSALI§ 
!!000. 1160.93 1!.1! 6,7~928.31 ~ 

GKOSl!fROm 
3,1'19,678.63 lll41 l,006,D!IO.ol 30.80 -

2)'tBinriG f,XW!§l§ 

Salorlcs & Wqcs 
709,634.01 6.30 686,1l68,1S 7-03 

CompfA!!IIiOR J""UIIIICO 
43,,'19.79 0.39 44,761.23 0.46 

Oul$ido Lobor 
l19,,7.04 2.84 333,313.'13 ;!.42 

bl-
l46.ou.7a 2.19 117,263.38 1.91 

Truok~ 
114,409.33 1.02 119,211.23 1.22 

Frelfht 
379,l99.U 3.37 1M,sf9,12 2.93 

Commwlons 
340,1159.92 3.03 304,491.12 ).12 

!Wit 
90,976.00 o.af JJ.I41J4 0.16 

l!<paJrt .. Mcinlorlln<O 
127,311.55 1.13 10.U20-53 1-07 

1'11111~ .. 
«,S09.6S 0.40 101,1112.66 ).04 

Tmk T..Uns"' Lob txpcnso 
254.49 o.oo 1,69).60 0.02 

Auto& Ttt•el 
33,9\14.~ OJO 3:Z,70U~ OJ4 

hdtlcb!s 
14,SG2.91 0.13 (90.S1) (0.00) 

!lltnk Cblll10 
(21Z.$7) (0.00) (n$.96) (O.Ol) 

Tc\eplw111A UdHti., 
5:!,094,, 0.46 49,95.'-47 o.n 

~illl<lll 
43,72$.00 OJ' 41,743.00 0.43 

~~~ 'I'IIXA 
61,781.10 0.55 63,221.10 0.6S 

l'\ofcla!onlll Scrviees 
119,344.26 1.06 ll,t$11.50 0.84 

TIIXCIII A Li<enra 
49,:168.57 0.44 40.SG2.96 0.42 

~Promotion 
3o.412.68 o.n 24;1.11.97 o.zs 

Olftee Sli\IP"CS 
211.901.15 0.26 27.233.06 Oll 

CoPI~tlxpWo 
35,69?.67 0.32 38.187.21 0.39 

Advtnisina 
19,3&2.48 0.17 16,074.71 0.16 

Pt«<lt Slllrinalilq>w' 
~.360-00 0.16 1~.01 0.19 

lln>ploy .. Welllro 
\l,M2.15 0.08 9,101.10 0.10 

l.'lW A SUbmlpri.._, 
9,763.$6 0.09 9,141.115 0.\0 

l!qlllpmCiliRinlaJ 
~ 0.30 )9,969.11 0.41 

llellllntr$ A ~np 
9,3$U1 0,08 7,491.24 0,08 

p ...... , .. 
10,7$9.0$ D.IO 406.03 0.00 

DooallonJ 
750-00 ~ l,l)l.oo 0.01 -

1.Q'tAL Of~BAT1l!G EXP@It 
3.008,,.(.10 26.71 2.7!1-1. 101.26 &a.l 

QEJRATlNG lN:g)Mt 
191,094.53 1.70 l51,JIU2 2.,. 

21Jf!'R !NeQMI; I!'P"NSJS!· Schedule l 
(14!,j?9.13) u..m (141,458.98) n.m 

i!XCOMJl U!!OBJlNCOMI TAJQ'S 
42.!115.40 O.l$ 102,?29.14 

··~ 
Pmoislon for ln«>mc Tlll<es 

11,527.00 ll.U! 19.346.00 »J.Q 

N1rl' II:ICQWC IQ IIET.UI:«Jl tAMJNfi.!! '0.981.40 g,a 83,'B3.14 IW 

P.FWNJW l.U.J!.l'!Jlill!!. QGJNNINt,l 
1,:1911,116.51 I. 70l,540.l77 

L§: SHABIS JlJ,;JlRJD 
~19'c 731.30) 

BIXAllilW M!VIR!S:S • !iNpiN!i 
1,621,174.91 1.590,116.51 

Tbo a<C<II1ljlllll)'l•g notclm aplnt<>8J'II port of~ llii&IIOial-.•n~t-

SEll ACCOUNT Am'S JUlVIEW REPOilT. 

. .... ..---"":"---·---~·- .. -···- ...... ·-~' 
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An"'" Cbemlul Co .. In~ 

STATIMENTS OF CASH J!LOW 

Fortfto Yeonlo414 AprP 39· tm ond .Vri13Q.U!27 

OfERAilNG ACTJYITIES 

N«lnoom< 
Adjusm)ei!UI 10 Rooonollo NotiO Not Cash 

J'fQvidtd \>y Opomlng Ac:tlvllies: 

Eqlllly ;, tnoomo or Amllalo 

J)oprt.cialion 

CMH tJ!OV!Dlll) BY 9J'JjRATJON8 

£ASH l'R0\11I!W BY OfEI!AT!NG ASSEiUN» J,IABJLJIJI.St 

PWWO (I-) inAceounu Roooivoblt 

"'"- in lllvo•!IOlles 

(lna<UO) iu Do!tmd Chorccs 

(In-) llio<niMC m 01111\1' cu,...., AMOIS 

0-111 Olhor ~ 
tnmose (DccloaHl in AocoUms Payoblo 

blcruK (0-) iu Acc:ruod t..iabilltlu 

(Dot:lcUe) In C1monlcr 'D<poliUI 

(lle<Joas<) In 1-T"" ~oblo 

NU cull PROVIDED BY OUBAl'ING ASSETs ANP L!ABILims 

NIT CASH PRQWID BY OJ>IRATING ACTMTIES 

JNVIITING AQlYliiM 

Dls!ribulicml! f.om Afllllale 

l'lln:!t~H or Property, P101>t & Equlpmmt 

NIT CASH IUI!BJ!) BY !NVISJ1NO ACTJVlTIES 

FJNt\NClNG ACTIVl'lliS 

Rcliroln«<f of Common 5Wtk 
(D«m$1) ln.,..... in l'lull:o Payable 

N(I CASH !YUDl.BY fiNANCING AtTJyiTqlS 

Jl'lCI!UII! IN CASH ANl) CA9H EOVJV.\LIN'I'S 

C4SB AI':IP CASH EOUIVALI!N't$ ·liECINNlNG OlY!tg\' 

CASU ANP tASH IOJ!lVALliNTS - ENp OF YEAR 

StlflLII:MINTALIDSCLOs1.JRE Ol! ('A!SH JWW JNIIOBMATION 

Cull Pllid l,lllring 1M Y<OIHndo4 April30, 1998 and Ap<ll30. lll97for. 

IIICOmtTil<es 

Tho ~·s '"''"'l!!'t anln10arol J>III•Cthoo<llil>omclal•taltm<llls. 

SBE ACCOUNTA:Nl'S IU!VIEW REPORT. 

3D.l'8140 

43,'125.00 

74,713.40 

:131,4n.S7 
:1',3711-W 
(2t,W,9l) 
(17,577.19) 

1,030,00 
n.467.22 

(23,3:16,,5) 

(2,000.00) 
{5,983,00) 

~61,1164.93 

343,578j3 

(44,84100) 

(<14,148.00) 

318,101.92 

26.863.00 

46,027.74 

Compiled 
1?.22 

(2SJ6Ul) 
41,743.00 

99,561.02 

(425.416.89) 
106,644.14 
U0,92UO) 

832,733.72 
11.78~1 

(171,32117) 
123,5ro.55 

{6,~100) 

439,069.o6 

531,6'!0.08 

25,565.82 
cn.'l6a.o0) 
(lQ,40l.l!) 

(303.852.00) 
(!1!6.S3!.5Q) 

{ 49Q, 113.50) 

3S.044.40 

210,o5'1.52 

m,tol.n 

25.611.00 

$664,16 

-·- .. --·-11''··-- ----·';'"··- .... -·- - ~ . 
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SENT BY:SINGER TRAYNOR & CO ~ I I< vV • ., 

A.gp111e1 Cbemtq1 C:o •• le)(, 

for tht Yean Ended April30. 1921 !tid Aw1130,J.9!7 

Jncomo Split• s.mson Chemioal C.. 

Terminolillg Ch&ra:es 

lnlolallncotn• 
ClaiiiiS Expon>e 

. COIIIJ*IIallO!!Inou..,. Dividend 

COII!JIIIinllli011 Pro<.cds {E•pensc) 

CIISIIaltyLofi 
FIO!Orl•sDI-"RI 
Mioeell'"'""'lnccnnc 
Mioeollaneaus~ 

b>temll!xpooso 
NIT O'I1IQ (JXPIN§!.l 

Tho IIOOOIIII>I"yin&aOies.,. on inlcpl put <>fth ... linw:lalstalmlents. 

SEE ACCOUNTANT'S lUNIEW RWOilT. 

Roviowcd 

.un til 

0.00 
31,890.87 o.28 

14.li9U6 0.13 
($9)82.2'7) ' (0.53) 

(98,978.27) (0.18) 

(2,984.24) (0.03) 
0.00 

I 2.303.116 0.\l 
o.oo 

(46,027.74) awl 
(148,S79.13) g.m 

Compiled 
mz ti 

2S,,GS.82 0.26 
2S,l47.37 0.26 
9.'161.91 0.10 

(n.616.41) (0-'4) 
0.00 

(92,l28.12) (0.95) 
(l,ll68,00) (0.02) 

(13,9112.97) (0.14) 
2263, 0.00 

0.00 
(43,664.1!,) WID 
(1~98) Q.al 

·'' ·-··· ·-···- .-.--~ -~. ··;;.· -~ -- - .. 
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SENT BY:SINGER lRAYNOR & CV 
. '. Alllltltl Cbtmlcll Co., Ipc. 

April3!l. 12'1and Aar1130.12?7 

DltFJWD CHAR(lts 

Property T"""" .,_...,. 
~ 

ll:ttbo Till! - l'ut:l 
TllWfr.Lioc.,.. 
l!mployeellenefiiS 
()rher 

Compen•ali .... ~Nuranct 

WA!. 

Tho -""Yina nola""' on inlq;rll port orlllo$c !lnmcilll ........,..._ 

SBI! ACCO!!NTANTlllll!.VIBW lllli'OitT. 

~ 1 6 ~v ... 

Ssb!!IH!t2 

1\ovlowt<l Compiled 

mJ 1222 

2.068.00 1.260.00 

100.!:68.00 !1!1,030.00 

1,1163.51 153.04 

3,71&.00 3,lm.OO 
661.55 

z.\,,16.80 9,140.!10 

132,$U.31 IIM'711J9 

··-·-·--..........---. --··--~·--r-·-~:-·- ·-- --·-·- -·· 
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''. 

Apglp ChemJsal Co,, lnc. 

!tC Corpopt!OAl 

NOTBS TO l!lNAJI!gAL STADMENT$ 

Anrll30, tm 

NQt!! 1 - Summarv of Sill.!!lficant ACCOUil.tiM Poliolts , 
' . 

Oenm,l ·The Company is a roseller/ distrlbutor of liquid Industrial and COI1SUIIlel' product 

chemicals used In coating and other proeesses~ ' 

Usc ofEl!timot!!s ·The prepiiJ1lt.!on off\nancial itatements in collformity with genenilly accepted 

acooUI'lti.ng prin~:~iples requires manaeemcnt to malce estimates and assumptiOIUI that affect certain 

repoltll<i amounts and disclosure$, Accordingly, aotual results cO\lld diJier &om those estimates. 

mventpry • Chemil'l4ls (raw moterials and fimahed gQO&i), componen1s and drums are priced at 

the lower of ()OSt (fifo) or market. 

Finished Pl'Oductll 
Raw Materials 
Component~~ 

Drums 
TOTALS 

Prgperty. Plant l!,!!d J%uip,tng)t 

460,944.92 
358,926.22 
237,586.11 

10.018.00 
1@.475.25 

:!81,009.6S 
S97,544.02 
233,283.08 

}O.OlB.Q!l 
l.1?1.&~4.7S 

Property, plant and equipment l'll'e depreciated on the maigbt line, dc:clining balanoe, ACRS and 

MACRS methods fur financlal statement purposes and for tali: pwposes ovor the folloWing usoful 

Uves: 

Machinery & Equl~ent 

VdU~:Ies 

Of!'ict Equipment 
Qats Pro~~emn& Equipment 

Leaslilhold Improvements 

IJt!, 
S·7Years 

5 Yean~ 

S-7Ycara 
s -7Ycars 

31.5 Years 

_,. .......... ··~ ,.,..,..., .......... - - -- ·- ........ - - .. 
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~ I I> W."' 

,tngell• Chsmlg) COt. Int. 

Ia C Corpt>n!!onl 

NQTES TO Jl'JNANCIAL STATJ:MEN'TS 

April30· 1?98 

An analysis of the depreciable assets and respective accumulllted depreciation Is as follows; 

1221 
Laud 
Office T f!lilers 
Trucks and Autos 
T ~~Ilk$ ami Plant Equipment 

FurnitllfO and Filttures 
Plant 

JOTALS 

.1222 
Lam! 
Office Trailers 
Trucks and Autos 
Tanks and Plant Equipment 

Furniture and Fixtures 
Plant 

TOIALS 

· Accumulatl:'d Book 

C2§! Pmclation Ylbm 

648,000.00·. o.oo 648,000.00 

101,711.00 97,704.00 4,007.00 

223,478,00 187,110.00 '36,368.00 

863,636.00 802,123.00 61,513.00 

273,616.00 241,967.00 31,649.00 

~fi8,58~,Q2 ~2Z.UI,QQ · :U,Q~UlQ 

2.479,023.00 '·~~6.435.00 822.588.@ 

ACCUinulated Book 

&lW Depreciation YO 

648,000.00 o.oo 648,000.00 

101,711.00 97,022.00 4,689.00 

223,478.00 172,668.00 50,810.00 

844,364.00 784,216.00 60,148.00 

251.023.00 233,778.00 17,245.00 

3U~22.QQ ~~.!.Wi.QQ 40,m,Q!! 

2,434,m.!1P M''·Z~·BB ~~l.!~a,~ 

Depreciation for financial statement purposes amounted to $43,725.00 and 41,743.00 in 1998 

and 1997, respectively. 
· 

Costs of maintenpnce ami repairs, including minor bettetmc:nts, are charged to incomo as oosl$ 

are incurred. 
· 

Income T!IXCS 

· An analysis of the provision ;for lnwme tax is as follows; 

Federal 
State 

TOTAL 

2 

1222 
510,273.00 

1.2$4,00 
;u.g1.oo 

~ 
$15,213.00 
s 4.m.oo 
S!9,S4§.og 
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, SENT BY:SINGER fRArNOK & ~o 
r (, , 

' . 

' ,. ,. 

t\ngelea Chemig! C'~ Ine. 

Ia (: CoQ!O)'!tlon} 

NOTES TO l!INANCJAL 8TAI1!MINTS 

Ap!1130. 1!91 

Note 2 - Acoounts Receivable - The aging of acllOwtts reeelvab!e are u follo'\\11: 

Cummt 
31-60 Days 

61-90 Days 

Over90Days 

CMh On AC(lOunt 

Sub-Total 
Less: Allowance for Doul>lful AQC:ounts 

NET ACCOUNI'S RECEIVABLE 

NolO 3 • Retjrqnent of Stock 

837,407.85 721,484.92 

389,692.42 561,392.12 

26,970.82 139,543.20 

51,670.14 86,1S7.97 

(51,602.19) (22,9,9.60) 
--..>;..;;;:;..;;,.;....r;..:.; 

1,2$4,13!1.04 1,48S,61Ul 

(S,OOO.OO) __ (11;JS,;;.;OOO~.OO;.:.~) 

1,249,139.04 1,480,618.61 

As of Jwnwy 31, l m the company purcbased 111\d tctired all of the common stock ownc:shlp 

interest (20,000 Class A shlllC$) and the ESOP stock (3,899) owned by RobertO. Berg for tbe 

$U1U of$198,000.00 and $105,852.00 respectively. 

Note 4 - Comm!nMnts & Cont!nsencics 

The followinj is a schedule by years of filtllre minimum rental payments rcquil'ed under opc:rating 

leases that bav& Initial or remaining lease tmm in ISll:cess of one year as of April30, 1998. 

Yelll' Ending April30,: 
1999 
2000 
2001 
2002 
2003 
Later Years 

TOTAL MINIMUM PAYMENTS 

3 

158,710.80 

96,6~1.68 

94,948.73 
82,505.40 
$2,497.00 

18MOO.OO 

: 66Ht9.61 

·--- -·- --- .. --·-·---~· ....... ·- -··· .. ~ . 
~ . . . . . 

BR001761 



SENT BY'S!NGEH IHAYNUH ~ vV ~ I 6 L+V.-t 

. '' :. ,, 

4ngt!11 Cl!tmis!! Cg., In& 

!J C CpJ:POnSfopl 

NQPSTO flNANQAL SIADMENTS 

Awa 30. J9l!f 

Rent ~o:: for financial statement purposes l!lTloUnted to $90,976.00 and $83,841.54 in the 

yean ended April30, 1998 and 1997, respectively. 

Note 5 • Tmn Debt ' 
The Company long term debt at AJ)ril30, 1998 and April 30, 1997 consists of the foUI»'/ing: 

Note Payable- John Locke, the principal 

slweholdlll'. Monthly Payments of 

$2,000.00, with interest at 7.50%. 

Secured by deed ofTTUSt. 

Note Payable- Amol!l Rosenthal. 

Monthly Paymenu of $2,000.00, 

with interest at 7 .SO%. Soe\lfCd by 

deed of 'I'rust. 

Note Payable- Noonan M Spieler. 

Monthly Payments of $2,000.00, 

with interest at 7.50"/o. Secured by 

deed ofTn1$L 

Note Payable- B.S.O.P .. Y~ly 

Payments of $21,000.00, a non 
interest bearing note. 

Note Payable- Jaguar Credit Corp. 

Monthly Payments of $594.03, 

with interest at 4.90%. 

TOTAL 
Less: Cu:rent Maturities 

IERMDEBI 

174,351.36 184,843.89 

174,351.36 184,843.89 

174,351.36 184,843.89 

84,852.00 105,852.00 

!9J37.06 25JS7.03 

627,243.14 685,740.70 

61 242.90 U.497.S6 

'66.000-24 627.243.14 

4 

·- ~ ~~-.. ·----,....- -·-~ ~ .-- ... - .. ·- .. 
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SENT BY!SlNoER TRAYNOR & CO 
!\ "• I 

S-2tl-98 :11!01AM ; ti ' 1< w.• 

AnaeJg Cb•mtsel eo.. We. 
Ia C Carpontlonl 

NOTE§ TO li'JNANQAL STATIMl!NTS 

&Rril30, 19!18 

As of April 30, 1998 the current maturities ofiOllg tcnn debt for the five years ending April30, 
were as follows: 

1999 
2000 
2001 
2002 
2003 

Later Years 

Note 6 • Concentration of Credit Risks 

64,192.99 
66,769.51 
64,302.60 
4:;,746.22 
49,297.53 

2]5.§9lj9 
566,Q00,24 

The Company maintains it$ cash In blmk: deposit acoounts at a high qulllity financial Institution. 
The bal1111ces, ai times, may excec:d federal insured limits. At April 30, 1998 the Company 
exceeded the limit by approximately $466,590.58. · 

5 

' 'I '""':' ,___....,,.,., """":""• ,"•~-·. _ .. ~- ·~ . 
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" ' 

BRAMST~DT 

and Assoc:lates Incorporated 

f'inanc.ial Consulting 

Busln~ss valuatlon:s 

tlnanclal Analysis 

Qualifications of 
Bramstedt & Associates, Inc. 

Eric M. Bramstedt, CPA, has over 35 years experience in the field of financial analysis, equity 
evaluations, securities analysis and investment banking. From 1967 to 1977 Mr. Bramstedt was 
a senior security analyst and officer of thtee San Francisco based institutional research firms 
including Sutro & Co. He has prepared over 600 business valuations of closely held companies 
for merger and acquisition, gift and estate taxes, Employee Stock Ownership Plans (ESOPs), 
buy/sell agreements, marital dissolutions, litigation support, and others. These valuations have 
covered a broad scope of closely held and public companies including several Fortune 1000 . 
listings. Mr. Bramstedt possesses in..depth knowledge of ESOP functions, structuring and 
valuation through seventeen years of extensive experience with four leading ESOP design and 
valuation ftrlllS--Sansome Street Appraisers, Inc. (Menke & Associates); Kelso & Co. ; Houlihan, 
Lokey, Howard & Zukin; and Private Capital Corp. This experience includes work for an 
employee coalition's proposed ESOP buy..out of Eastern Airlines. 

Mr. Brarnstedt has provided business valuation and financial consulting services to companies 
in manufacturing, foundry, retail trade, commercial banking, architecture and engineering, 
technology, distribution/manufacturer's representative, oil and oil service, health care, forest 
products and building materials, construction and contracting services, newspaper publishing and 
commercial printing. Mr. Brarnstedt is a specialist in transportation, particularly trucking and 
short-line railroads. Oients have included major domestic and international transportation 
companies for acquisition, investment banking, ESOP and other applications. He was editor of 
Cal-Tips, an operating and fmancial study of the California less-than-truckload business. 

Mr. Brarnstedt is a Chartered Financial Analyst (CPA) and a member of the Institute of Chartered 
Financial Analysts, the Association for Investment Management and Research and the Transpor­
tation Research Forilm, and is a charter member and past president of the Valuation Roundtable 
of San Francisco. He holds a Bachelor's Degree in Economics from Stanford University. Mr. 
Brarnstedt has appeared as an expert witness before the California Public Utilities Commission 
and in civil court on matters of economic damages. 

2402 Viola Del Mar Lane Tiburon, C/194920.1203 1>;141:;..\.35-9438 l'ax 41~ 

114 5ansome St., suite 808 San f'rarlGbc;C), CA. 94104---'818 T~ 41~2-9900 l"aX 4I:5-362-M92 
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SCHUYLER, Ill I H.:W::L 

SUPPLEMENT TO LETTER OF UNDERSTANDING 

This supplement Ia made to the Letter of Understanding between Locke and Berg dated January 31, 1997. 

1. At the fl!lquest of Berg, various documents to effect:U818 the transfers 
between Angeles Chamleal Co., Inc., and Stallion Tank linN, Inc., 
have been prepared and are being executed on a rush basis and are 
to be signed February 12,1997. 

2. Because time pressurea have not permitted a thorough revl- of the 
past Corporate Board of Directors and Shareholders Minutes, It Is 
recognized that very likely such Minutes Will need to be prepared. 
Berg agrees, on behalf of himself and his wife Donna M. Berg, ·that 
he and she will sign upon request any and all docUments raqua110ted, 
specifically covering, but not limited to, election of Dlreotors. and 
approval and ratification of the actlone of the Board of Directors and 
Officers of Angeles and Stallion. 

lil!003 
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ANGELES CHEMICAL CO., INC. 
.. 5 SORENSEN NIPNE • P.O. BOX: :!113 
-FE"""""lS.CAI.IFCIWI.\"""70 

1310)-11 

., 

' . 

lM8uN~ -
_ Bonk 

12161 

ANGELES CIIEMICAL CO., INC. • .! 
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STALLION-TANK LINES, INC. 
8916 SORENSEN AVENUE 

SANTA FE SPRINGS. CALIFORNIA 90870 
PHONE, 1213) 94&.:1914 

.\ 

,. •• ST Un'EIISTAT. BANK 
JI4CIII lll"tv••• ~f'K• 

WT1tr •• W'A.IIII'II•TIHI •.VW'IIPA.D 
110t¢1> .... V ... Ao ~Aii.III'"VRIO.& ..... 

' ' 

4618 

STALLION TANK LINE$, INC. 
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GCti.i;-..~ WELLS FARad BANx . 2583 
' ' 

BR001776 



SPECIAL MEETING OF THE 
BOARD OF DIRECTORS AND OF THE SHAREHOLDI!!RS 

OF 
ANGELES CHEMICAL CO., INC. 

A California Corporation 
By Consent 

Pursuant to the By-Laws of the Corporation and the Corporations Coda of the state of Callfomla, a Special Meeting of the Board of Directors and of the Shareholders of Angela& Chemical Co, Inc., was held ~ Consent, and the following actions authorized: 

WHEREAS, The Corporation wishes to purchua all of the atook ownership Interest which Robert 0. Berg has In this corporation, including his ESOP shares of stock, and Mr. Berg, desires to sell all of his ownership interest in the corporation to Angeles Chemical Co., Inc.; and Donna M. Berg, the wife of Robert 0. Berg, joins in and consents to said purchase: and 

WHEREAS FURTHER. with the consent and agreement of Robert 0. Berg and his said spouse, tha Board of Directors also desires to enter Into a Consulting Agreement with Global Management co., a California Limited Liability Company, 

NOW THEREFORE, IT IS HeREBY RESOLVED AS FOLLOWS: 

RESOLVED: that this Corporation be and hereby is authorized to purchase til: of the common stock ownership interest, being 200 Class A shares of common stock owned in this corporation, by Robert o. Berg, for the sum of One Hundred Ninety Eight Thousand ($198,000.00) Dollars, which sum is to be paid to Robert 0. Berg, In exchange for his duly signed and delivered share certificate for such shares, and the consent of his wife, Donna M. Berg, and their representation and warranty that the said shares of stock have not been heretofore transferred or assigned and are free and clear of all debts, liens, liabilities and encumbrances; and 

RESOLVED fURTHER: that as he has reached ratirainent age, Robert 0. Berg and wishes to retire and to commence receiving payment tor his ESOP shares of stock In Angeles Chemical Co., Inc. the Corporation, to the extent and as is authorized by and pursuant to applicable law and regulations governing ESOP plans, shall retire Mr. Berg's ESOP shares of stock, upon execution of all requited documents, on the basis of equal payments to be made over a period of s years, in annual amounts estimated to be $21,000.00 per year, and commencing as Clfthe date of Mr. Berg's retirement date, which has been designated to be the 7"' of December,.1996: and 

BR001777 



RESOLVED FURTHER, that this Corporation, acting by and through its 

President. however specifically without the President incurring any personal 

liability, be and hereby is authorized to enter Into a Consulting AgnKimant for 

consulting services with Global Management Co., a California Limited Uablllty 

Company, calling for payments to be made to said Global Management Co., of 

$4,000.00 a month, for riod of 10 years, commencing February 15, 1997 and 

endln'! ;20 

A}I'Pf. oy'&J,;Of)Jl~ 
L~ ,.___, 

;l!t~MJ! 

I, Robert 0. Berg, acting as a mamber of the Board of Diractora, and also holding the 
position of an officer of the Corporation, and, in spite of the fact that I am a Director 

and Officer of this Corporation, and also at the same time a person with whom the 
Board of Directors and the Corporation is to contract with, personally and on behalf 

of mysalf, my spo,use and family, hereby approve and request the approval by the 

Board of Dlmctors, and Angeles Chemical Co., Inc., of the above raferred to actions 

l!JI}'royet!, bJ Resolu~on _of the Board of Directors and Corporation .. 

,~· .£till! (Q j;iAl~ . 
·fi:lbert 0. Berg /j 
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SPECIAL MEETING OF THE BOARD OF DIRECTORS 
AND OF THE SHAREHOLDERS 

OF 
STALUON TANK UNES,INC. 

A California Corporation 
ByCc;msent 

-.,.. 

Pursuant to the By-Laws of the Corporation and the Corpon~tions Code of the State of California, a Special Maatlng of the Board of Directors and of the Shareholders of Stallion Tank Unes, Inc., was held by Consent, and the following actions autho~: 

WHEREAS, The Corporation wishes to purc:haae all of the stock ownership Interest which Robert 0. Berg has In this corpon~Uon, and Mr. Berg desires to sell all of his ownership Interest In the corporation, to Stallion Tank Unes., Inc.; and Donna M. Berg, the wife of Roberto. Berg, joins In and consents to said purc:hase;and 

NOW THEREFORE, IT IS HEREBY RESOLVED AS FOLLOWS: 

RESOLVED: that this Corporation be and hereby is authorized to purchase all of the common stock ownership of Robert 0. Berg, for the sum of One Thousand ($1,000.00) Dollars, Which sum Is to be paid to Robert 0. Berg, in exchange for his duly signed and delivered share certificate for such shares, and the consent of his wife, Donna M. Berg, thereto, and their representation and warranty that the said shares of stock have not been heretofore transferred or assignud and are free and clear of all debts, liens liabilities and encumbrances. _, 

I, Robert 0. Berg, acting u a member of the Board of DireCtors, and also holding the position of an officer of the Corporation, and, In spite of the fact that I am a Director and Officer of this Corporation, and also at the same time a person with whom the Board of Directors and the Corporation Is to contract with, personally and on behalf of myself, my spouse and family, hereby approve and request the approval by the Board of Directors, and stallion Tank Lines., Inc., of the above ,..ferred to actions 11pprovad by Resolution of the Board of Directors and (;_~ration. . , 

tat·ttv (( ?i~ - rtO.Berg '~~ 
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SALE OF STOCK,. UI'DIENTATP»>' AND WA.UANTY AGMUllmNT 
Al'Q) IIPOVIAL C01'411U1 

We, RobertO. .8loq IIUHIDuua M, 84q, ................ IIIII, 1:raD1SCr 
ad amwq 1111tPI!••9btdDdcrlllreOWlltr6Jp '*' lltld'PnlutO.Jkqk A 1' 
ctaiiiUiall C...bc..ID 1114 •lllJII'II¥·JJ1td&ciD7IIIIIIdlq,lnlt• 'rrt- 1 co.zao a.. A 
S7uiJa a?'C"nmm•lltor.ILiwptlll•dfthUIIIIt..,SdlliiUOIIt ........... PQ- u ...... 
Raberr 0. Jllq.llll"tJur IAUII ot0.tllultn:d.Ddf.lfalat1110ar;,.d (IJJII,OaQI) 'Da8an. 
uclwr ,loiiiiD 1llt l'lltllnmt trlPobert 0. kJ'• BIOI' ........ ot...,. • •5111111 
Dl'lllind Ca.,J~~e., • n:lilllt4 tt Ia tM 8pecld Milms oi!U JloRd ar:n~n:a~n lllaald ...,......, ....... z .. ..., ••• ,.,, 

We larUalr .......,. • ., •••t -a "IU'I'at dlat ae llliltlll.U'It otllladl:..,.. aot 
lief~.,_. truad'lrn4 or llltptd Mllldl UluW anfrH ..C ~ oiiB..,. 
?fml, ......... , .. IIIII••· 

I.DAJid llllllatte tldJ :u• d17 ;.,luall'J, UJ,~~ 

~~0.~ .. ""'. ,o;;;;.,;7f~T"' 

SPOUSAL CONIENT 

r., U.u M. Bert. W11U7 'lfllt J IDt dl•....,. ot~ 0. ..... _. dlatl....., mel 
diU ~t ud ltuwlll eola'a!IIU, ud I bW !lrdier nUIDd lain- file IIICilhiOtl of 
the Spedat MJDIID!I otdat Bunl ofP:IncW1 or ADgdal Chllllial ea..~ dllld Jquary 
30, 1J!»', II -..nill u a.Coll•ldlll Ap-elllllllt .....a,._ br die ao.td of'Difill*ll ol 
Ml:f:la ~ Co.,l'lc. ad Glabll M•l~p~~~~~tC.,. n&m4 COtD .... 
.. )IOnl:t ........... , ....... 11 a..t 1117 .......... ltolltrt o ........ ..........-. 1D ..UIIIa 
11114 ...... Jll A:ar:rlrr C!hu knd OJ.. IDe 10 llld ..,..,, iad~M' ... IIIIJ IIIWiiiiib, 
propllf,J laUrM ........... ...a aanMf d&at 1i8J-Jllllllad illtolwlp .. • Dfatolot Md 
0111eer etu.a _,...,. u ota.ni" or l .. 1UIIJ,1W1'· 

Illenby CGDI8tta tile._ olrkeallld ~a to my.:cr "'1*'9 ptOjHiiQI 
IDIWM .. tile.-- llfU..Corplll'lldoa, ........... •> 1U7WIIIIIIIItlltlidb UJ 
Ill)' •llrb•of, ILIII11tO....... ~ ~ 

O..di.Jiq ¢7 

TOll'(_ P. ro 
9t:tt LG6T-?.T-a3~ 
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SALE OFSTOCK,REl"'lRRINTATION ..ucD 'WAIIItAlttY ~ 
Al'm Sl"'tl'L\1.. CONBMT 

Wt. Jtobwro • ..._IIIUI Dolma M.. Bq ....,,.._ • .,ad wife, lzrl'd:l) lllllt11'&1116r 
ud I:IIIUIJ tilt ,..._o111110dUIIIIl"l! Dft.a"lldp IItten~~ ef&oll111: 0. .... halfdloll fak 
~.~n~~, nae..,.. '*' IUld .,...,,,,,.IODIIdtnUotl, ad M-made 1v JlDbrm O.JJr.rt, or "'mD otO.. '1'laOIItad ($10GO.CIII) DaUin. 

Wa t'ariUr Jlnyrtp..-.1 lid 'ftll .. ltbtthellllll lllu'll olllillrk~ nt 
uetvtw•t~ec:a traullrrtOer Mllpllll .. , ................. tne...s delraraD ......_ 
.... IIIMJitia .................... 

....-. 
J!:Dnded.lll'fec:IPc M 3111 diQ' otJ......,,lWr. . vt t 

0. 

SI'O"U&AL CONSENT 

1, Doqa M. Bal'f, ~diet lCIIl tU. wt:fl of Robert 0. ... ad UWI U'l'l ra.d 
'*k .t\fl:llmiiiiUd.laulw:HI.fOII:tllda. 

I nncllniUd 'daac Ill)' bUbud, Robert 0. III'L;. nqalnd ID .tdi!WI•Iill....,.ln 
· StaiHoa Tlmk LIDIII. lot: to qJd tompi:UY• .ladadiAE 1117 C!O~ property ilrtlllllllt 
d&e.ndll, &lid &IU1IU!r dtlt Ill.)' Aid hU1NIIId il trD rtllp •• DfnGtor ad oalcer' ol1'.11t 
CIG\IIIf'llf U Ill tile Slot a( JUIIII'Yt 1991. 

I bc:nll:p ..... ue du~t.ern. Dftllc: Aid~ Pd tD.,. con••IPI41PIOJII""Y 
lcattntt Ia tile IIIIIJ'ft ortl&e Ccll'pordou,acrectq UUil M•.C mar be malk dfrt.ed)' ID -........ ~o...... . ~ 1 

M.Jhq ~ 

~l:ll ~66!-ct-83~ 

BR001781 



TO: THE BOARD OF DIRECTORS 
ANGELES CHEMICAL CO., INC •. 

Gentlemen: 

Plaau be advised that as a part of the sale of all of 
ownership interest of Angeles Chemical Co., Inc., I hereby 
Officer of this corporation. . 

Effective: January 31, 1997 

t In and stock 
a Director and 
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TO: THE BOARD OF DIRECTORS 
STALUON TANK LINE!S, INC. 

Gentlemen: 

Please be advised that as a part of the sale of all of my Interest In and stock ownership interest of Stallion Tank Lines, Inc., I hereby resign il5 a Director and Officer of this corporation. 

Effective: January 31, 1991 
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BUSINESS CONSULTANT AND MANAQEMEfii AQREEMENI 

THIS AGREEMENT is entttrad into by and between ANGELES CHEMICAL 
co., INC., a California Corporation, (hereinafter sometimes referTed to at the 
"Company") and Global Management, A California UmHed Uablllty Company, 
(hereinafter sometimes referred to as the "Consultant") and is made with 
reference to the following facta; 

BECfTALS AND AGREEMENTS 

A. Company Ia a California corporation, In good atandlng With the 
Department of Corporations of and for the State of California, authorized to 
transact and transacting business In the County of Los Angeles, located at 8915 
Sorensen Ave, Santa Fe Springs, California. 

B. Com11ultant is a California Umlted Uability Company located at 3150 
E. Plco Blvd., City of Los Angeles, County of Los Angeles, State of California. 

C. Company desires to engage the sarvlcaa of Consultant to perfonn 
for the Company certain functions in the management and operation of the 
Company's business ac;tlvities, and to consult with the Baard of Directors and 
Officers of the Company concerning the promotion, development and sala of 
products, goods and various by-products manufactured and/or distributed by the 
Company as well as other problems arising In the course of the company's 
busineas activities. 

D. Consultant desires to consult with Board of Directo111 and the 
Officers af the Company and to undertake, for the Company, the direction of 
certain functions in the management and operation of the Company's business 
activities. 

fROM!SES. COVENA!fiS AND AGREEMI!!NTS, 

NOW, THEREFORE, in consideration of the foregoing and the mutual 
promises, agreements and covenants contained herein, and other good and 
valuable consideration, each party hereto covenants and agrees wHh the othDr 
party hereto as follows: 

_, . 
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1. Acl<nowledqment of Reclta!s 

1.1 The parties hereto each acknowledge and agree that they have 
each raad and understand the Recitals and Agreements contained herein above 
at Section A through D, Inclusive, of this agreement and each CJf the parties 
warrants, covenants and agrees that each, every and all of the Recitals contained 
herein above Is true and correct and lncorporate5 the same herein, hereat 
verbatim. · 

2. Ienn of Agreement 

2.1 This Agreement shall commence February 1, 1997 and, unless 
terminated sooner under the provisions of thie Agreement, contlnu!J for a term of 
Tan (10) consecutive years. 

3. DUties of Coi)IIIUM!Jt 

3.1 Consultant shall act as a general advisor and consultant to the 
Board of Directors and the Officers of the Company concemlng matters 
pertaining to the promotion, development and sale of products, goods and 
various by products manufacturad and/or distributed by the Company as well as 
other problems arising in the course CJf the Company's business acHvities and 
Consultant shall devote such time and efforts as may be required to accomplish 
the same. 

3.3 Consultant shall render services and shall be available for 
consultation with the Board of Dlrecton; and Officers of the Company, at 
reasonable times, with respect to matters pertaining to the Company's business 
activities as well as problems of Importance concemlng the business affairs of 
the Company. Consultant shall be available to consult with the Board of 
Directors and/or the omcar:s of the Company, at reasonable times, either through 
telephonic communication or at the principal offices of the Company, tf 
reasonably required to proper1y perform the duties and obligations of tha 
Consultant pursuant to this Agraement. Notwithstanding any provision 
containad In this Agreement to the contrary, Consultant shall only be required to 
devote such tine as may be reasonably necessary to properly perform the duties 
and obligations Imposed under this Agreement and during the tl;lnn of this 
Agreement Consultant may represent, perform service!ii for and be employed by 

-2-
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any additional persons or entitles for and be employed by and additional person 
or entities as the Consultant may, from time to time, dotormine. 

3.4 The services of the. Consultant may be changed from time to 
time by mutual consent of the Con&ultant and the Company, Without resulting In a 
rescission of the AgretarrMnt. 

3.5 At all times during the term of this Agreement, Consultant 
shall use his best efforts and good faith In the performance of the ~>ervlces 
reasonably required to accomplish the purpose and Intent of this Agreement. 

4~ Duties of CpmJH!IJ.Y 

4.1 With regards to the services to be performed by the 
Consultant pursuant to the terms of this Agreement, the Company shall have the 
sole discretion determining expenditures reasonably necessary in order to 
properly perform the duties and obligations required of the Consultant and any 
expenses Incurred shall be borne solely by Company at Its sole cost and 
expense. Provided, however, upon prior written approval of Company, Company 
agrees to reimburse Consultant from time to time, for all reil&onable business 
expenses incurred by Consultant In performance of his services. 

4.2 Throughout the term. of this Agreement, Company shall usa Its 
best efforts and good faith to aecomplish the purpose and intent of this 
Agreement. 

5. Enga!iillng In Other Activities 

5.1 Consultant, during the term of the Agreement, shall devote 
only such time, ability and attention to the business of the Company as is 
reasonably necessary for the satisfactory performance of the duties imposed 
under this Agreement and may engage In consulting with other Companies. 

6. PaymenJ ¢Compensation 

6,1 In consideration of and as compensation for the services . 
rendered and to be rendered by Consultant pursuant to this Agreement, 
Company agnH~s to pay Consultant a total compenSlltlon of Four Hundred Eighty 
Thousand Dollars ($480,000.00), as herein below provided. 

-3-
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8.2. Consultant shall be entiUed to receive and the Company agrees to pay Consultant total compensation of Four Hundred Eighty Thousand Dollars ($4aO,OOO.OO) In monthly Installments of Four Thousand ($4,000.00) Dollars payable beginning February 15, 1997 and the 15th of each month thereafter for one hundrad and twenty months, with tho last payment due on Januaty 15, 2006. 

7. Iennlnatlon ofAQmem•nt 

7.1 This Agreement shall terminate Immediately upon the first to occur of any on• of the following evant&; 

(a) The occurrence of circumstances that 11\ake It Impossible and/or Impractical for the continued business operations of the Company. 

(b) Breach of any of the terms and/or d.-fault in performance of the obligations of the Company under this Agreement. 

@ The written mutual agreement of the par6es hereto. 

7.2 In the event of termination of this Agreement by operation of and pursuant to the provisions of either, or both, Sec::tion 7.1 (a) and/or (b), then, and in that event, the balance of the Four Hundred Eighty Thousand Dollars ($480,000.00) of the total compensation shall become Immediately due and payabll. 

(a) Consultant shall serve Company, In writing, with notice of the acta constituting termination of this Agreement pursuant to the provisions of either, or both, sections 7.1 (a) and/or (b) and the balance of the total compensation due in accordance With this Agreement. 

(b) Company warrants, covenants and agrees to pay the entire amount of the outstanding balance of the total compensation due hereunder on or before twenty one (21) days following service of notice by Consultant. 

-4-
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8. Status of Parties 

8,1 Canliultant is not to be considered u an -.nployee, partner of 
joint venturer with Company for any purposes whatsoever, but Is deemed to be 
an Independent contractor and business consultant for Company. Conaultant 
does f'!Ot have, nor shall it hold Itself as having any right, power of~authorfty to 
create any contract or obligation, either express or Implied, on behalf or in the 
name of, or binding upon Company. 

9. Umlted LIBbllltv 

. 9.1 · Consultant shall not be liable to the Company or to any third 
party who may claim any right arising out of his relationlllhlp with the Company, 
for any acts or omis~>ions in the performance of the service by Consultant or on 
the part of the agent or employees of the Company, except When said acts or 
omissions are due to his wilful misconduct. Company shall Indemnify and hold 
Consultant harmiCS1l from and against any obligations, costs, claims, judgmerits, 
cause or causes of action, Including, but not limited to, attorney's fees and costs 
in c;onnectlon with or arising out of the services rendered to the Company · 
pursuant to the Agreement. 

1 0. Furtber Auuranca1 

10.1 Without any further consideration, Company and Consultant 
acknowledge and agree, on reasonable demand, to exec;ute, acknowledge and 
deliver, from time to time, whatever additional instruments and/or documents 
which may be required to accomplish the Intent and purpose of this Agreement. 

11. agneflt and BurdeQ 

11.1 This Agreement shall be binding upon and inure to the benefit 
of the partiea hereto and their rel!lpectlve heirs, administrators, personal 
reprosentatlve, successors and assigns. 

12. Waivtlm 

12.1 No waiver of any breach or default under this Agreement &hall 
be deemed a waiver of any subsequ&nt breach of the same or similar nature. 

13. Sgvg[a~ll:b! 

13.1 If any provision herein contained Is held to be invalid, void or 
illegal by any Court of computentjurtsdlctlon, the same shall be deemed 

-5-
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siiV&rable from the remainder of the Agreement and shall in no way affect, impair or Invalidate the remaining provisions herein contained. If any provision shall be deemed Invalid due to its scope or breadth, such provl6lon shall be deemed valid to the extent of the scope or breadth pennltted by law. 

14. Captions 

14.1 Captions and/or titles contained herein are IMartsd as a matter of convenience and for reference purposes only and In no way define, 
limit. extend or describe the scope of the Agreement or any provision hereof. 

16. lnteqxefatlon 

15.1 No provision of the Agreement Is. to be interpreted for or 
against either party because that party or that party"s legal rapresentatlva drafted such provision. The validity, construction and all rights and obligations relating to this Agreement shall be governed by the laws of the State of California In effect as of the data of this Agi'BGment. 

16. Effective Date and Fina!ltv qt Agrppmant 

16.1 This agreement may be executed in two or more counter parts, each of which shall be an original, but all of which shall constitute one and the 
same instrument 

16.2 This Agreement sets forth the entire agreement between the 
parties with respect to the \iubject matter hereof. all agreements, covenants. 
representations or warranties, express or implied, with regard to the subject 
matter hereof, are contained herein, in the exhibits hereto and the documents 
referred to herein or implementing the provisiona thereof. All prior and/or 
contemporaneous conversations, negotiations, alleged agreement& and 
repNS&ntations, with respect to the subject matter hereof are waived, merged 
herein and superseded hereby. 

17. Notices 

17.1 Any notice, demand or request rwquired or permitted to be 
given pursuant to this Agroement shall be In writing and shall be daemod effective twenty-four (24) hours after having been deposited In tho United States 
mall, postage prepaid, registered or certified and addressed as follows: 

-6-
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To Company: 

ANGELES CHEMICAL CO. INC. 
8915 SoR!nsen Ava. 
Santa Fe Springs, California 90670 · 

To COnsultant: 

GLOBAL MGMT. 
3150 E. Pico Blvd 

·Los Angeles, california 90023 

17.2 Either party may change ita adc:lntss for purposes of this 
Agreement by written. notice given in accordance with the provisions of this 
Paragraph 17. 

18. Agroement Authoriyd 

Company and Consultant agree that this agreement has been duly 
euthorlzed, as applicable, by the Board of Directors and all nec:essary corporata 
or other Officers and Executives of the Company and Global Management. Upon 
being executed by Consultant, this agreement Is valid and binding on the 
Company, and enforceable against the Company In accordance with the tenns 
and conditions hereof. 

19. Att9rnevs Fees and Costs. 

19.1 If either party shall hereafter employ legal counsel to 
prosecute, defend, enforce or otherwise seek any relief relating to this 
Agreement, the prevailing party in such action and/or proceeding, In addition to 
any and all other available remedies, shall be entitled to reasonable attorney's 
fee& and costs Incurred as a result thereof. 

20. No Personal Uab!IHv. 

20.1 In signing this Agreement, whether as the President of 
Angeles Chemical Co., Inc., and/or as a Director of said Company, John G. Locka, 
II, does not personally obligate himself to fulfill the obligations to be perfonned 
hereunder by Angeles Chemical Co .. Inc. and no personal obligation shall be 
deemed to be Imposed upon him for the obligations undertaken hereunder. 

·T-
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........ ~ ................................ __ 

IN WITNESS WHEREOF, the parties hai'Eito have axaeutad thl$ Agreement 
a of the day and year herein below set forth. 

DATED: Efl'oetive February 1,1997 

hn G. L.Oeke, I 
President 

(corporate seal) 

GLasA\_ ~A'?~E~ co. _ 
BY,·t(clttf-JLD!;j?ft/ 

Obert o. Berg / I 
Exeeutive omcat 

~UJ.4 
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'• piMI lnd "'llulllltt COftlldlnd:lan and PIJI'I'IIftf: fa ..,_rt 0. .... af tha 
.um ofOnl 1'110UIIftcl Dolla,.,-. Robin o • ..., .nd DGnna M....., ....._ 
IIIJ,trllllflr,~C~~Wtt lnd .... .,. .. John a. L.ocilrelllld <~~nr• a..._. h...,. 
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BUSINESS CONSUlTANT ANQ MANAGEMENT AGREBMflNT 

THIS AGREEMENT is entered into by and between ANGELES CHEMICAL COMPANY, INC., 
a California Corporation, (hereinafter sometimes referred to as the "Company") and Global Manage­
ment, A California Limited Liability Company, (hereinafter sometimes referred to as the "Consultant") 
and is made with reference to the following facts: 

REQTAT -SAND AGREEMENTS 

A. Company is a California corporation, in good standing with the Department of Corporation of 
and for the State of California, authorized to transact and transacting business in the County of Los 
Angeles, located at 8915 Sorensen Ave, Santa Fe Springs, California. 

B. Consultant is a California Limited Liability Company located at 3150 E. Pico Blvd., City of 
Los Angeles, County of Los Angeles, State of California. 

C. Company desires to engage the services of Consultant to perform for the Company certain 
functions in the management and operation of the Company's business activities, and to consult with the 
Board of Directors and Officers of the Company concerning the promotion, development and sale of 
products, .goods and various by-products manufactured and/or distributed by the Company as well as 
other problems arising in the course of the Company's business activities. 

D. Consultant desires to consult with the Board of Directors and the officers of the Company and 
to undertake, for the Company, the direction of certain functions in the management and operation of the 
Companys business activities .. 

PROMISES. COVENANTS AND AGREEMENTS 

NOW, THEREFORE, in consideration of the foregoing and the mutual promises, agreements and cov­
enants contained herein, and other good and valuable consideration, each party hereto covenants and 
agrees with the other party hereto as follows: 

l. Ack:nowled~o~ment Qf Recitals 

l, I The parties hereto each acknowledge and agree that they have each read and under­
stand the Recitals and Agreements contained hereinabove at Section A through D, inclusive, of this 
agreement and each of the parties warrants, convenants and agrees that each, every and all of the Recit· 
als contained hereinabove is true and correct and incorporates the same herein, hereat verbatim. 

2. Teun Qf Agreement 

2.1 This Agreement shall commence February I, 1997 and, unless terminated sooner 
under the provisions of this Agreement, continue for a term of Ten ( 10) consecutive years. 

-I-
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3. Durjes of Consultant 

3.1 Consultant shall act as a general advisor and consultant to the Board of Directors and 
the officers of the Company concerning matters penaining to the promotion, development and sale of 
products, goods and various by-products manufactured and/or distributed by the Company as well as 
other problems arising in the course of the Company's business activities and Consultant shall devote 
such time and effons as may be required to accomplish the same. 

3.2 It is expressly understood that Consultant shall be and hereby is considered an 
independent contractor !Jild as such shall not be responsible for the executive direction of the Company 
and shall not be required to follow a regular daily and/or weekly work schedule. · 

3.3 Consultant shall render services and shall be available for consultation with the 
Board of Directors and officers of the Company, at reasonable times, with respect to matters penaining 
to the Company's business activities as well as problems of importance concerning the business affairs 
of the Company. Consultant shall be available to consult with the Board of Directors and/or the officers 
of the Company, at reasonable times, either through telephonic communication or at the principal offices 
of the Company, if reasonably required to properly perform the duties and obligations of the Consultant 
pursuant to this Agreement. Notwithstanding any provision contained in this Agreement to the contrary, 
Consultant shall only be required to devote such time as may be reasonably necessary to properly per· 
form the duties and obligations imposed under this Agreement and during the term of this Agreement 
Consultant may represent, perform services for and be employed by any additional persons or entities 
for and be employed by and additional persons or entities as the Consultant may, from time to time, 
determine. 

3.4 The services of the Consultant may be changed from time to time by mutual consent 
of the Consultant and the Company, without resulting in a rescission of the Agreement. 

3.5 At all times during the term of this Agreement. Consultant shall use his best efforts 
· and good faith in the performance of the services reasonably required to accomplish the purpose and 

intent of this Agreement. 

4. Duties of Compan:r: 

4.1 With regard to the services to be performed by the Consultant pursuant to the terms 
of this Agreement, the Company shall have sole discretion determining expenditures reasonably neces· 
sary in order to properly perform the duties and obligations required of the Consultant and any expenses 
incurred shall be borne solely by Company at i!Ji sole cost and expense. Provided, however, upon prior 
written approval of Company. Company agrees to reimburse Consultant from time to time; for all 
reasonable business expenses incurred by Consultant in performance of his services. 

4.2 Throughout the term of this Agreement, Company shall use its best effons and good 
faith to accomplish the purpose and intent of this Agreement. 

5. Em~aging in Other Activities 

5.1 Consultant, during the term of the Agreement, shall devote only such time, ability 
and attention to the business of the Company as is reasonably necessary for the satisfactory performance 
of the duties imposed under this Agreement and may engage in consulting with other Companies. 
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6. Payment of Comrensatjon 

6.1 Inconsideration of and as compensation for the services rendered and to be rendered 
by Consultant pursuant to this Agreement, Company agrees to pay Consultant total compensation of 
Four Hundred Eighty Thousand Dollars ($480,000.00) · 

6.2 Consultant shall be entitled to receive and the Company agrees to pay Consultant 
total compensation of Four Hundred Eighty Thousand Dollars ($480,000.00) in monthly installments of 
Four Thousand Dollars ($4,000.00) payable beginning February 15, 1997 and the 15th of each month 
thereafter for one hundred and twenty monihs, last payment due on January 15, 2006. 

7. Termination of Agreement 

7.1 This Agreement shall terminate inunediately upon the fmt to oecur of any one of the 
following events: 

(a) The occurrence of circumstances that make it impossible and/or impractical 
for the continued business operations of the Company; 

(b) Breach of any of the terms andior default in performance of the obligations of 
the Company under this Agreement. 

(c) The written mutual agreement of the parties hereto. 

7.2 In the event of termination of this Agreement by operation of and pursuant to the 
provisions of either, or both, Section 7 .I (a) and/or (b), then, and in that event, the balance of the Four 
Hundred Eighty Thousand Dollars ($480,000.00) of the total compensation shall become immediately 
due and payable. 

(a) Consultant shall serve Company, in writing, with notice of the acts constitut­
ing termination of this Agreement pursuant to the provisions of either, or both, Sections 7.1 (a) and/or 
(b) and the balance of the total compensation due in accordance with this Agreement 

(b) Company warrants, covenants and agrees to pay the entire amount of the 
outstanding balance of the total compensation due hereunder on or before twenty-one (21) days follow-
ing service of notice by Consultant. · 

8. Status of Parties 

8.1 Consultant is not to be considered as an employee, partner or joint venturer with 
Company for any purposes whatsoever, but is deemed to be an independent contractor and business 
consultant for Company. Consultant does not have, nor shall it hold itself as having any right, power or 
authority to create any contract or obligation, either ell press or implied, on behalf or in the name of. or 
binding upon, Company. 

9. Ljmjted Liability 

9.1 Consultant shall not be liable to the Company or to any third party who may claim 
any right arising out of his relationship with the Company, for any acts or omissions in the performance 
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of the service by Consultant or on the part of the agent or employees of the Company, except when said 
acts or omissions are due to his wilful misconduct. Company shall indemnify and hold Consultant 
hannless from and against any obligations, costs, claims, judgments, cause or causes of action, includ­
ing, but n<Jt limited to, attorney's fees and costs in connection with or arising out of the services rendered 
to the Company pursuant to the Agreement. 

I 0. further Assurances 

I 0.1 Without any further consideration, Company and Consultant acknowledge and 
agree, on reasonable demand, to execute, acknowledge and deliver, from time to time, whatever addi­
tional instruments and/or documents which may be required to accomplish the intent and purpose of this 
Agreement. 

11. Benefit and Burden 

11.1 This Agreement shall be binding upon and inure to the benefit of'the parties hereto 
and their respective heirs, administrators, personal representatives, successors and assigns. 

12. Waivers 

12.1 No waiver of any breach or default under this Agreement shall be deemed a waiver 
of any subsequent breach of the same or similar nature. 

13. Severability 

I 3. I If any provision herein contained is held to be invalid, void or illegal by any Court 
of competent jurisdiction, the sai:ne shall be deemed severable from the remainder of the Agreement and 
shall in no way affect, impair or invalidate the remaining provisions herein contained. If any provision 
shall be deemed invalid due to its scope or breadth, such provision shall be deemed valid to the extent of 
the scope or breadth permitted by law. 

14. ~aptions 

14.1 Captions and/or titles contained herein are inserted as a matter of convenience and 
for reference purposes only and in no way define, limit, extend or describe the scope of the Agreement 
or any provision hereof. 

15. IntemreratiQn 

15.1 No provision of the Agreement is to be interpreted for or against either party be­
cause that party or that party's legal representative drafted such provision. The validity, construction and 
all rights and obligations relating to this Agreement shall be governed by the laws of the State of Califor­
nia in effect as of the date of this Agreement. 
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16. Effective [)ate and Finality of Agreement 

16.1 This agreement may be executed in two or more counter-parts, each of which shall 
be an original, but all of which shall coostitute one in the same instmment 

16.2 This Agreement sets forth the entire agreement between the parties with respect to 
the subject matter hereof. All agreements, covenants, representations or warranties, express or implied, 
with regard to the subject matter hereof, are contained herein, in the exhibits hereto and the documents 
referred to herein or implementing the provisions thereof. All prior and/or· contemporaneous conversa­
tioos, negotiations, alleged agreements and representatioos, with respect to the subject matter hereof are 
waived, merged herein and superseded hereby. 

17. Notices 

17.1 Any notice, demand or request required or permitted to be given pursuant to this 
Agreement shall be in writing and shall be deemed effective twenty-four (24) hours after having been 
deposited in the United States mail. postage prepaid, registered or certified and addressed as follows: 

To Company: 

ANGELES CHEMICAL CO, INC. 
8915 Sorensen Ave. 
Santa Fe Springs, California 90670 

To Consultant: 

GLOBAL MGMT. 
3150 E. Pico Blvd. 
Los Angeles, California 90023 

17.2 Either party may change his or its address for purposes of this Agreement by written 
notice given in accordance with the provisions of this Paragraph 17. 

18. Agreement Authorized 

This agreement bas been duly authored by all necessary corporate officers of the Com­
pany. Upon being executed by Consultant, this Agreement is valid and binding on the Company and 
enforceable against the Company in accordance with the terms and conditions hereof. 

19. Attorney's Fees and Costs 

19 .I If either party shall hereafter employ legal counsel to prosecute, defend, enforce or 
otherwise seek any relief relating to this Agreement, the prevailing party in such action and/or proceed­
ing, in addition to any and all other available remedies, shall be entitled to reasonable attorney's fees and 
costs incurred as a result thereof. 
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IN WITNESS WHEREOF, the panics hereto have executed this Agreement as of the day 
and year hereinbelow set forth. · 

(corporate seal) 

~a..<,6.~~ 
GLOBAL MANAGEMENT CO. 

ANGELES CHEMICAL COMPANY, INC. 
A California Corporation 

By 
~-, 

ohn G. Locke, President 
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